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.lllllinu. 
See lar Con<Utions: It~ 

- B -
Bank or America 

Ickes tells HKJr Olsen (Governor, C&li!ornie) has 
called h1JD about •some cue•; IIW'r says Bank of 
America case is closed and Securities and Exchange 
Co111•ieeion is handling Transruneriea - 6/4/40 •.•••. 

Blaot .Furnaces 
Sea War CoDdi tiona 

Business Conditions 
Haas memorandum on situation for week endins 

June l, 1940 •••. .•. •••.••.•...•.••................ 

- 0 -

China 
See also ilar Coaditions 
Malaria Cont rol: Kung's letter of appreciation to 

RAJr 1D connection with investigation or malAria 
probl&Qs on Yunnan-Burma Road ••••••...••••••••••••• 

a) !li.IJr's a ckno-.ledgment - 6/3/40 .••••••• .. ••...• 
Transportation: Keeshin forwarde recent reports .•.••• 

a) I!I.!Jr '• aclmowled!P"en t - 6/3/40 ••••••.• ......•. 
Copper Cable 

S..e 1\nr Conditions: U.S,S. R. 

Ecuador 
Sea Latin .berica 

Edison, Charles 

- E -

Ruigno u Secretsey of llavy to run for Governor of 
II•• Jersey - 6/4/40 ••••••••• ••••.... .. ••...•••••. • • 

Foreian-Owned Securities 
Sea liar Conditions 

France 
See War Conditions 

Gold 
Sse l'lar Conditions: Franca 

Japan 
Sea War Conditions 

-F-

- c -

- J -

Book Page 

268 276 

154 
153 
158 
155 

285 
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- L -
Book Page 

Latin .Aaerlca 
Ecuador : Deer" regulating exchaoae operat ion• 

establi shed - 6/4/40 •• •••••••• ... ••••••••••••••••• 
Peru : Po tant1al 104A COCI81lted 011 by Horwtb -

6N 1.0 ••• ••••••••••••••••••••••••••••••••••••••••• 
Liaiaon Ca..glttce 

See !oar Conditions : United States 

- II -

Uat er i el , Surplus 
See liar Conditions : United Stntee 

l.lexico 
s .. >~U Conditions 

- K -

llorft)' 
See War Conditions : Scandinavia 

- p -

Peru 
See Lat i n America 

- R -
Revenue Revision 

268 295-A 

18-A 

Excoee Profits Tax : Conrerence; pr oeent : !IJ.!Jr, SUllivan, 
Blough , and Tarleau - (RJJr' s home , 8: )0 P.M.) -
6/3/40. . . . . . • • • • • . . . . . . . . . • • • • • • • • . . • • • • • . • . . . . • . . . • . • 84 

a) FDR•s plan discussed 
1) Discuseed eit.h Harrloco, Dou&btcn, and 

Cooper - 6/4/LO........................... .. 218 
Revenua .l.ct of 1940: Sulli·~an reporh nn he&rlnii& before 

.aye and ~ans Coscittee - 6/3/40..................... 82 
Rou::lania 

.. ar Debt - question reopened by Rowoan1M IUni&ter to 
State Depert~ent - 6/4/40......... ............ . ... .... 289 

Scondinavia 
See \\ar Conditions 

Surplus Materiel 

- s -

See ilar Conditions : llnited States 
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Tuaticm 
Boolc Page 

Sea Ruenua Rert ai en 
Tr&n-r i ca 

Sea Bank ot l>zlerica • 
Tr .. lur.Y Officers {EUrope) 

List • t o remain for t ime bo1ng• - 6/1./1,0 o o o o o o o o .. o • • 268 284 

- u -
U.S.S. R. 

See ~ar Conditions 
United States 

See ~<ar Conditions 

- 11 -

"ar CoaditiODI 
llrplanall 

Engine II 
Progress report as of January 1939, 1940, 1941 

{esti.llated) - 6/3/1.0 ••• o ••• 0 ••• o o o o o o. o o • • ••• •• 
Centaurus: Bea verbrook tnllo Konnocl7 tllis is tile 

beat e11gine of llhlch pltulO o.ro Ill ready in 
United states - 6/4/J.O •• • •• • • o. o. o o o o. o o •• 0 0 0 0 0 

a) IDLTr discusses with llond nnd Pirie 
{British Air Attnchd) - 6/J./I.O o.oo•• ooo•oo 

b} Hull : •Hot interested" - 6/4/40o oooo oooO •o 
Hiapano-Suiza - 12-cylinder enaino: 

Bullitt r e ports Yill be shipped apprcximlltely 
J une 8th o o o • o •• o o o o o • • o • o •• o • o o ••• •• o o 0 0 0 • 0 •• 

!lachine Tools : 
Conference; present: a.Jr, Henderson, Rutherford , 

.u.y, HeMing, Soderholm, Tarhue , Be rns , Burt, 
Dunbu, lllacLeod, Lovel;r 1 tohlpp, and Knudsen -
6/3/40. 0 0 0. 0 . 0 0 . 0 ••• 0 •• 0 0. 0 0 0 0 . 0 . 0 0 0 0 . 0 0 0 • • • 0 0. 

a) Knudsen to bo asked to "take over• 
1) li:IJr tells Knudsen FDR agrees and 

will Ja:L~e anl'lounc-.nt tollorrow -
6/3/J.O •••• o o o o. o • •• • o •• o o o o o o o o. o •• 0. 

b) Priorities diacuaaed 
c ) Machine Tool Coordinatine COM! ttee report 

read ••• ..............••.•. . .......••. . .... 
Blut Furnaces : 

Map (revised) of distr ibution in Unit sd States -
6/4/40 ..................................... 0. 0 0. 

Cbinat 
Chiang Kai-shek 's r esucd of financial aituntion 

and r equest f or grcat nr finiUicinl aesistnnce -
6/1/1,0 •••••••• 0 • 0 0 ••••• 0 •••• • ••• 0 0 • 0 • 0 •• 0 0 • 0 0 0 •• 

Exclwlge marj<et reSWII~ - 6/1/1.0, et c etarr.. o o ••••• o o o 

47 

191 

301. 
193 

19S 

60 

176 

39, 68,7S 

97 

ll 
U , l)8, 2S0 
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Wu Co.IJ.ticma (OODtili....S) 
l'cn-e~ Securitiaa: 

- W - (Oontlaued) 

Coat......,•; pr•-• lliiJr, Ball, n-.nt, Fole;y, 

Book 

Coobrm, ·BerDatelll, Purcell , Goldsmith, 
Louchbeia, and Pels- 6/J/40 ..••.• .••••••....•.. . 268 

a) SUggesticaa with respect to control or 
bearer oeourit,y tr.naaotions: Mborandua 

• trca Pre11cb Elobaae,' •••••••••••••••••••...••• 

France a 
Bull.itt pleada tor 100,000 SprJ.n&tield riflea 

with ~tion and &lao for t.lediote produatica 
ot the 47 m anti-tank guo - plAns eAd specltications 
soon to arrive ill Onitod Stntu eAd service s ot two 

Paaa 

lll 

ll9 

Pr-each engineers 11vailable- 6/1/40..... ••••.. ..••.. 3,4,7,81 46 
Gold : Bullitt lllforms Bull of oeriou&De&s ot oituation; 

Bull and IC!J r acree gold should be transported to 
Bal1tax on battleehip- 6/2/40.... .................. J8 

It~: 
.Uuain1111 ehi~enta reported b7 Barris - 6/3/40......... 57 
Stock prioee cbarte- 6/3/40.......... ....... .... ...... 121,281 

J&p&DI 
General altuation repo.rted b:y Treaaury l.ttacbe' Nicholson, 

S'b•ngba1 - 6/1/40. • • • • • • • • o • • •. • • •• • • • •. o • • •. o •. •. • • • • • 24 
EcODoaio llinion recruited to <tiaU Japen: Cocbren and 

R1efler tell Caston thet the7 have no knowled&e -
6/4/40. .................................. .............. 253 

Llaieon C...tttee: 
See War Conditione: United Stetee 

llexioo: 
Pederel Bureau of Inveatiaation report on proposed 

MYO.lUt101l - 6/)/40• • • • • • • • • o o •• o o. o • • o o • • • • • • •. •. • o o • • 106 
l'llrobaatna l(lsalOD: 

Pr-incipal requeata ude to !Wr ainoe l.pril 18, 1940: 
Youn.g re·port - 6/3/40. ................................. 50 

SoandiJia<tia: 
Svariges R1ksb&Dk Governor Rootb provideo reoumd of 

ODtire situation to Cochran- 6/2/40................... 34 
llo""-": Econoaio outlook not <11aoouraatna: 

Aae.riCel) Eilb&ae,', Stookhola, report - 6/J/40........... 122 

o.s.s.a.: 
Copper cable ehipaents for .A..tora Tradin& c .. pen;y 

reported b7 Rarrio- 6/J/40..... .................. . .... SS 
United States: 

L1a1oan Co .. ittee: 
See also Bonk m, page 44 
I'DR inatructa 'lloodrtna to allbatitut.<' Exacutbe 

bslatant to l.aoiatant .Seorat&r;y o! \'oar tor 
«uarte~ater Cenerel or l.rtlf - 6/4/40. • • . . . . • • • . • • • 286-1. 

a) 11oodrtna'• letter aatobliobinl!; o..,et1tut1ocu 
Sae Book .W, page 60 
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r.ar Cond1t1oos (Continued) 
Unit.<! states {Cootioued)t 

- I. - (Coounuod) 
Book 

Surplus .:&teriel (tar De.)l'lrla<mt): 
Justice rules OD - 6/3/LO •••••••••••••••••••••••• 268 

a) Biddle-Pehle~ox..Cdrns-Foley con!orcnce 
with General lturr.hall roportod to !~r -
6/L/1.0 ••••••••••••••••• ••• .•.. •••••••••••••• . 

1) Significance of "July 11, 1919" 
as date for posceooion by Army 
discussed 

2) Cullinn , Adjutant ~nercl of Amy, 
accepts Solicitor General ' e ruling 
ee t~at of "hio Supr~e Court• 

3) .Jars.'lell stllJlds by licodring; 
•everybody trying to .;ot :,.1m out 
end I will net be o perty to it• •....... 

4) Bi ddle thanked by K-Jr for ae•ietLnce •••• 
5) Woodring thanked by u.Jr •••••••••••••.• .. 
6) ~olles 111!o~ of groat pro&resp .•••••• . 
7) Alli ed Jissico 1Dforaed ••••••••••.•••... . 
8) FDR 111!oraed •••••••••••••••••••••••.•••• . 
9) List •••.••. ... .••••• • •••••••••••.•••• .... 

l'llrvio con!ers with Generals J.;orsbull and llnrris 
(Chief of Ordnance): Young aemorendUQ- 6/3/40 ... 

List : •Ordnance llateriol to be rol eased for sole 
or exchange• - 6/J/40 .•• ••••••.•••••••••• .•... . •• 

a ) Purvis , ~r, end ~Grsholl discuss -
6/3/ 40 ••••••• .•.....•. ••••••...••••. . • ...... 

Pap 

5) 

196 

199 
:>()(, 

21~ 
21Z 
220 , 2:>9 
n1 
21.5 

59 

96 

167,170, 178 
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~f\D£~1\t\L 
CO WAR DD'AifnolllNT 

OFFICE OP' THE CHIIlP' OP' fiTATP' 
WAaHINOTOH. D. C. 

J1111e 1 , 1940. 

lo01140RAHDUII for the Secretary of the TrM8W71 

ICY dear llr. llorganthaur 

GCII 

'l'bank you for your not. ot lla.y 28th, enclosing 
the at.t. ... nta sbowiDg airplane orders and dillnriea to the 
British and heneh Covemaeoto trooo J1a.7 16 to J1a.7 22, 1940, 
together with the cho.rts ehorlng delinriea through Deesber, 
1941. 

'l'bia dat. will be of greet aoa1otanee to ua. 

f"a1 thtully yours, 

CONFI DENT! A L 

Regraded Uclassified
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DII'AifTMEHT OP' STATE 

W~INCWTON 

.J'uo• 1, 1~ 

Peraonal and StrictlY Oontidtntial 
ror the Seoretarz ot the Tr!M.!!£.t 

Dear He1U'71 

I aa enoloelng paraphraeea ot two telegraae 

reot1Yed toda7 tro• Bullltt. 

With regard to the 100,000 Spr1ngtiel4 ritlee, 

I aeaume that this queetion la being 41eouaeed vlth 

PurYil and hie aesooiatee. 

BelleYe me 

J:noloeurea: 
l'ro• ~erioan 1Gbaee7, 
Parle, Xa7 31, 19~; 

l'ro• Aaerioan Eabaee7, 
Parle, Juoe 1, 19~. 

The Honorable 

He1U'7 Xorgenthau, Jr., 

Seoretarr ot the !reaeurr. 

7. 

2 

Regraded Uclassified



PARAPHRA.81 or TELEOJWI 
FROX AXERIO.U ENII.Uft, PARIS 

Ma7 31, lSI~ 

S'l'lll O'l'LY OONJ'IDill'l'UL 

A request trom the Min1etrr or War to expedite the 

releaee or 100,000 Springfield ritlee with ammunition hae 

Just been reoeived. These ritlee are needed immediately 

to equip 100,000 Belgian soldiers in France, the Ministry 

or War eta tee. 

It ia incomprehensible to me wb7 euoh a comparativelJ 

trifling requeet should cause 8J17 d1tticulty. CertainlT 

it ebould not be d1tt'1cult to declare 100,000 ot these 

ritlee surplus, detective, or ob~e, ae I believe we 

have between tour and tive million or them on band . 

It seems to me there must be some misunderstanding 

al this question seems so easy to solve in comparison 

with oerta1n others wbiob have been solved by our govern­

ment. 

Information with regard to the statue or this 

queation would be appreciated. 

Regraded Uclassified



PAJWIHllAII or m.&GIWI 
rR)K AXZRIO.U IIG.UIIr PARIS, 

.June 1, 1~ ' 

It ie recommended that a111tar.r authoritiea be 1n­

atruoted to go into production at once on the 47 HM anti­

tank gun, plane and apeo1tioationa or which will soon 

arrive in the United States, due to the t aot that th1e 

gun hae been teeted on the battlefield and baa proven 

erteotive againat all typea ot armored veb1olee. 

Service• or two P'renoh enginee.r• who are ent1rel;r 

aaeuaing all construction and runot1on1ng or th1e weapon 

have been orrerad bJ the French autbor1tiee . 

Regraded Uclassified
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.. ....., ...... ~ ....... 
NAVY DauaTlllal'fT 

OFFICE OF TUB CJIIIlJ' Of' N&V.U. Of'UATIONS 

WASH I NGTON 
1 J"une 1940 

Dear Mr. Secretary: 

Just a note to acknowledge and express 
my appreci ation of the statements showing airplane 
and eDg1ne orders and del iveries to the British and 
French Governments. 

In this connection the enclosed may be 
of interest to you, particularly as the sheets you sent 
me are marked "strictly confidential". They were re­
ceived the same day the enclosure was publ ished. 

With all good wishes 

Honorable Henry Morgenthsu, Jr., 
Secretary or the Treasury, 

71ash1ngton, D. C. 

Regraded Uclassified
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AROUND THE CLOCK WEDNESDAY. HAY 29. 1e.0 

shington Daily 

Merry-Go-Round 
M"t"U• ........ .......... , 

By DREW PEARSON •~d ROBERT S • .f.LLEN 
The P'ftnth have been too 

proud to lel the pubUc know tt.. 
bu~ t.ht1 have bM:n almo.t down 
on lhe.Jr knut before Un.lted 
Stat.t.l offlcltll t.o bel, bQn'OW, 

or bUJ mort alfl)l&ntt. 
The neq_ch a•\&Uon~tt t.lon 

b ~esptr~te. uow ma.n tantt 
have btt.n amubed Ll detto 

tDowD-puha 1'10( rvt:n 
P'rft)(.h lhemM-lftl. 8\l t 

ot UW:lr a1r forte oo the 
l'rODI. bu bM1l pu\ - ''"-"" ..,..._ an equal numbtr 
pUnta haYe allo 

bUt. (ktmtnJ au.ned 
11.000 'Pi&ntt. Lhc 

wUh a bOUt. 2,000. 
bl.l ba.nd!eaP &.o tM 

1.1 thai- \her •t'A oounv 
upon BrtU.ah air wp-port.. 
or111nal wcUe• -.•ere fo-r 

Prtnch 1.0 do t.l\e bulk ot 
land fllht.lnr. wlt..h t.he Drlt.­
remrorclna ln t.hc air. Bu 

before •nyone rtalt.ze4 
:c· , .. _,, wu IOlDI 1.0 break 

•~--·"""-''"'· P"mlt:h llnu and ror t.h.t eN.nne.l. 
need~ tvtr7 pl&M 

":!-.~ ...... ~. homo dot..,_ ,.. ... Ult rr.neh l 
~---,.~,--,--, wanwd w~ ...... .-

<beU.6. 

' 
\ 

era cor middlemen> u to Jusl 
What the ft.tt.oriea wanted.~ 
Th~&e<l Uolled 81.0.., 

ArmY omcers. t.ona: aco our 
War Department eummat.ecl \be 
dealera and did bustness 4Jred 
wU.h Ll\e manu1aeturtn. But. 
\M BrtUih 1tUI aeem to be atrul"· 
tUna alonl under tbe CUJ:Ilbtr· 
101M old 1.11WD of b\l7tftl aDd 
IM!lUtac\urUIC \h:roUih mlddleo 
m•o. 

• 
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kJ*ti- /VN_ ~ ~ w~ 
" J lf,?JO P tYJ ~r~ >. J?VO·A/')1,.;. 

Tbh tdEgram m\Uit bE Parle 
oloeE17 paraphrasEd bE· 
torE bEing communicatEd 
to an7mEo (D) 

Srontar7•.C!t St ate, 

Washington 

991, Junt 1, 2 P• m. 

Datrd Junr 1, 1940 

REo ' d . 12:10 p. "'• 

SECRET FOR THE PRESIDENT AND SECRETARY IIORGEN'l'BAU. 

ForEign Cff1cE has ju.et 1ntormtd mE that tbt joint 

PrcnJh British purchas ing mission 1n tbt United StatEs 

hae telEgraphEd that it will bt difficult to obtain an7 

cone1dtrab1t numbtr ot Thompson Gub· machin£ guns in thE 

ImmEdiatE futurE . 

SincE tbt crisis tor which thtsr aub•machin£ guns 

ma7 bE nudtd is likEly to ariSE w1 thin two wuks I 

hop£ that you will bE ablE to ship 1mmtd1otrly at lEast 

a fEw thousand at oncE . (SEE my tElEgram No. 916 or 

Ka7 28, 1 p . m. ) . 

BULLITT 

WSB 

Regraded Uclassified



P.llU.PHR.LSB OF TBLBOIUK RBCBIVEJ) 

Secretary of State , 

Washington. 

No. 991, June l at. 

Paris 

June 1, 1940 

STP.ICTLY CONFII>L:NTUL FOR TRE PRESmEiiT AIID 
THE SECRETARY OF THE TREASURY 

I hav~ juat been advieed bJ the Foreign Offi ce 

that t elegraphi c report• r eceived from the French­

British purchasing m1eeion in the United States in­

dicate that considerable difficulty will be encounter­

ed in attempting to acquire, wl tbMthe near future , 

any a i~eeble quantity of Thompson aub-machine guna. 

In view of the fact that a crida 1a 1ikaly to 

arlee within the next two week& at which time theee 

guna would probably be needed, I hope that a f ew 

thousand of them aay be sh i pped immediate ly. 

StHBA 
6/1/40 

BULLITT 

Regraded Uclassified



PARAPI!lW! 01 f!l.I9!WI 8JCI1VIp 

Seoret&rJ of State, 

'flaeh1~ton. 

S'IRICfLY COIIIUD.;ITUL lOR 7111 PRESID£11'1' AID 
TB£ SECREtARY OF tU 'l'ftEAaiJI!Y 

1 bave Juat been adv1aed bJ tba Foreign Of f loe 

tbat talegrepb1o report• r eoe1ved r rooa tbe f "renah­

Brithh purohu1ng .. t .. ton 1n the United Statea 1n­

d1oa t e that oonelderable d1ff1aulty will be encounter­

ed 1n att .. ptlng to a oqulre, w1tb the near future, 

eDJ etaeabla quant1t7 or Tboapaon aub-•ohlne gun.a. 

In v1ew ot the t eot that a oriel• 1• 11kalJ to 

art .. within the nut two week• at ellloh tlae the .. 

lUll• would proba'blJ be naa.S.4, I hope that a r­

t houa&DCS or tb- -7 be eh1ppe4 s.-.stat•lJ. 

BOLLI'l'T 

Regraded Uclassified
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TREASURY DEPARTMENT 

INTER OI'I'ICIE COMMU NICATION 

llr. Coollz'aa 
~TRICTLY CONFIDENTIAL 

llr, llloka hlepboaacl. M at 1 o ' oloclr: to- t o \he etteot tbat tba J'e~ 
llaooel"ro llaalr: will reca1n troa Oua4a on llo..- ~6oo boDe of colcl. encl. Oil 

1e4ue4q 3o596 boDe of colcl., all ooa1Jic troa \he Julr: of J'r&liCa, encl. ftlucl. 
apProxta.tal)' $1150,000,000. !h1e pla11ll)' ab.owe \hat hue• bae - \alr:1llc 

to &at bar &014 Ollt Of tba CO'IIIIU)' o 

Regraded Uclassified



TREASURY DEPARTMENT 

INTER-oFF1CE COMMUNICATION 

CONFtDENTIA~ 
In .,.17 lleht tra4.1ac, oterlloc eaoo4 f,_ &II ~DiDC of 3. l!2-3/4 

to a lcnr of 3. :»-3/4 late u tho .ornuc. 1\ olo .. 4 at 3.2),.1/4. 

Saloo of opot otor li.DC ~ the oU: roporUoc bal>b htalo4 *1'77 ,000, 
!roa tho folloei.DC oCNrO .. I 

.-,. 0.,_.,.01&1 CODCeru. • • • • • • • • • • o • o •• o •• o • • • • o o • • o • o • • • • . I. 53 .• 000 
11r foreip healta (ll:lr~ , South -'»rica &114 hr ~t) . .... ~.ooo 

!o\&1 ••••• ••• •• • •• 8!77,000 

l'W'chaooo ot opot ohrllltc MO'CUih4 to *158,000, u 1D41cate4 boloel 

i'llo t ollowi.DC reporti~~& healta ool4 cotto11 bille totaliDC 01.19,000 to 
tho Brit1ob Control 011 tho bu1o of tho offic1al rato of 4.03-1/21 

* 14,000 b;v tho !aDir: of llachatt&ll 
4 , 000 b:v tho lnioc fruat c~ 

b;v tho G<laran\7 'rruat O""J'J'I';T 
!otal 

'rho lrolleh franc ..,.,.4 with otorli.DC &114 oloto4 at . 0182. 

':ho lwloo fi'&IIO opoae4 at , Zl43, Attor a t-.11 uowot ot 
buauo .. waa tr&~~&&eto4 •t . 2236, 1t clooo4 at . 2342. 

'rho Ct.lla41&11 4ol.lar d.ioc01111t • at tor wiciiiiii.DC to ~ cloto4 at 
ZJ,-3/ .. , ollcht~ bettor thaD yootor~'• f iliAl rate. 

!rho lira &114 relcha...-11: clot o4 a t . OI50S &114 . 4000 r .. poou ... ~. 

'rho OUh&ll poeo woaloone4 turthor. 'ro~'• d.iecowot for thot 
curr01107 wao 10.9/16'{., ao apwt t--7/ef. yoator~. ':he llexic&ll poeo 
... UMbpnp4 ., .1672. 
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-a-
t• eoU taoo.ooo 1a cou \o t.111 Lltb,elaa ltoako h ,. a4dl4 to t h 

oor-rb4 aooooaat. 

I• pvo!.Neol tbl tolloorl.ac • ooaah ot co14 tr• the .........,.4 aoo-te 
of tho baalr:l l...SloatedJ 

tr• tbe lull: of .111Cla&l4 
tr• the llwhe Jat1ow Beollll: 
tr• the laUow lull: of llllcla 
!ot&l 

!be 1D4laa Mt&l pr1c"• whtch I>P• 4&ollal4 la the }Sat t n ~·• 
osperteace4 a par\1&1 reconq t~. 

!he tqlli'l'&l..,t ot t.lll llcallq col4 prtce ..... $36.11&0 up Dll• 

!he llcallq epot eUnr q'llO\eUoa woJ'Ii:lt4 OOL\ to the lq111ftleat 
of <K.47# 0 • .-la of Ui/1¥• 
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TREASURY DEPA RTMENT 

INTER..OFFICE COMMUNICATION 

OAU J1ll1e 1, 1940 

To Socrotar,r Morcenthan 

Nr. CochraD STRICTLY CONFIDENTIAL 
Mr. Inoll:o told •• b7 telophono laot ..,enillC that tho Ored1to Italiano of 

Nilan bed oponod o oollf11'11od eight credit vith the Chaoo llu.ll: ill fo't'Or of 
Aatorc, co'rlrillC tho ohipellt of crude rubber. ( SillCt Ruoo1a doeo not produce 
rubber, thou 1o the chaDco that llu.oo1a aq be paoo1nc on to Ital7 aoao ot tho 
rubber obtaillod fro• Rr1t1oh aourcea.) 

'l'bo It&liaD "xch•nco Inatituh ordarod tho Chaao to place $1150,000 at tho 
dilpoa&l of Mr. llal.larilli, eo-erci&l CoW1telor , of tho Italian labaoq ill 
Yaahl act oZl. 

'l'bo 7odoral .ReoerTe B&llll: vaa ordorod liT t ho lratioll&l llu.ll: ot ,.., •• ,, • to 
~ $126,000 to the llellk of It&l7. liT ordar of tho ItaliaD llzchonc• IuUtuh, 
the lfatioll&l C1t7 l!allk bee paid $1 , 000,000 t o J. P. Morpn all4 COII)>&D7, pre­
rJMblT ill colllltction vith aenice Oil Italian bclldo. 

1'he lfatioll&l Cit7 :Bank baa boon inatructod t o debit the Italip hchenco 
Inatitllh tor $1()9,000, coTering o draft draw l!7 the Co•orciol Metals Ccop&JlT 
ot London, 

lu 
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S c~rctcry of State, 

'/c~:uncton . 

1J20, June 1 , 1 a. m. 

GRAY 

BERLIN 

Dated June 1 , 1940 

Rco 1d 2 :13 p. m. 

;., deerE£ i::.ucd by t.'tc l:i niotcr of Juoticc and 

17 

cffcc •. vc 4ay 31 extends t~E provi sions of the fifth scotion 

of t~~ d ecrEe relatinG to the trcctmcnt of cn~y~~~ty 

January 15, 1940 (despatch t:o . 1819 of Janua ry 241 1940) 

to cnterpl'io cs in Gcr:umy which ar c under predominant 

!!orwq;ia"'1 il ct;lcrlands , B clgian, or Luxemburg inf l umoc 

llnd c::tcndu t o nati onal s of those four countri es the 

provioiono of t hE thrEE decrees relating to curatorship 

in absence ( d es:>ntch no. 2124 of liar'ch 20, 1940) • Thes e 

tnt trpriscs and nationals arE not , houev£1' , dcsignat cd 

as cac:ico and t:!c :ncas•tre !s stated to b E for the 

9rotcction of the propcrt7 I n qutst1on. 

HEATH 

NPL 
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Storttary of StatE 

Waahi ngton 

1463, First. 

PLAIN 

London 

Dahd JunE 11 19r0 

1\Eold 6a35 a .m. 

No nEW ordtr affect ing Bri tish securitiEs sEiZEd 

by Gtrmany has b EEn mad£ since 708 or Uay 12 (not 1708 

18 

as s tatEd l n thE Drpartmtnt 1 a 10 45, Yay 31) with thE 

exception of 709 and 710 , ccpiea of which went forward 

together with 708 undEr cover of despatch 5246 of May 15, 

1 940. 709 merEly applies 708 to the IslE of Man and 710 

rEvokEs 1843 (1939) which allowEd frEt transfer of sterling 

t o non-residents l n paymtnt of i ntErEst dividEnts Etc, on 

s tErling sEcuritiEs; 710 also extends t hE sterling area 

EXempti on to thE 708 security regulations . 

ThErE has bEEn a treasury i netruot i on t o rEglstl'ara 

datEd May 15 which contains dttalltd prootdurE to bE 

followEd i n 1mpltmtnting 708. This was forwardEd t o thE 

DepartmEnt with despatch 5280 datEd lllay 20. 

668 providing nE:Yt powErs of obtaining infol'mat ion 

und 689 adding diamonds to regulati on 5 a commodltlts both 

dat td llny 9 WEI'£ also forwardEd undEr OOVEI' of thE 

d t apatohts rtt~Ed to above. 
KEll!iEDY 

RR 
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PARAPHRASE OF TELEQJWI 

Fro•: Li.aa, Peru 

Dated: June 1, 19'0 

Rec ' d: . 10:10 p.m. 

64, June 1, 6 p.m. 

One. The Minister or Finance contemplated the 

credit tor the purpose ot obtaining exchange which cotton 

exports have heretofore proYided. This situation would 

be met b7 t he credit only until about the end ot the year. 

In 1938, tor example, 2~ percent or foreign exchange was 

proYided by cotton exports. 

Two. Steps to obtain additionnl foreign exchange 

were taken by the GoYernment through an agreement on 

May 22 wit h gold producers wherebr the annunl production 

ot gold bars amounting to about 23,000,000 soles will be 

purchased by the Central Reeerve Bank. The produ.cers 

will receiYe payment in eolee, and will be proYided 

foreign exchange 1n accordance with their needs. The Bank 

will hold gold so acquired in order that it may be a•a11-

able tor tcreign exchange. 

Three. Commercial banke in Peru would no doubt loan 

the GoYernment soles againet the cotton, but this plan 

~ould not supply the foreign exchange needed and it would 

notabl1 weaken the liquid poe1t1on ot the banks. 

r our • 

• 
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rour . The flotation of aa intel'llal loaa would be a 

third alternatiTe, but thia would alao fail to suppl7 

needed f oreign exobange and it would not be looked upon 

with faTor. 

PiTa. I t is adJDitted b7 the Xin1ater of nnanoe that 

a remed7 might be effected through perm1 tt1ng the eol to 

seelr. ite own lenl aad thua curtailing iiiPorta. He stat .. 

that . the maintenance of the pre .. nt l eTel of co .. eroial and 

industrial actiT1t7 11 hie obJectiTe and that no exchange 

control aeuuree would be adopted u long ae th1e ie poa­

e1ble. It 1e, neTerthelese, difficult to reconcile theee 

etat .. ente with actual deTelopaenta, that is, the gold 

purchase plan mentioned in paragr~h two and the statement 

of t he X1n1eter that 80 to 90 peroent of all foreign 

exchange entering Peru ie to be turned OTer, b eg1DD1ng 

within the next fn da.fa, to the Central Reaern Bani: 

at the current rate of exchange, for eubeequent allocation 

b7 the Bank. 

Six. I understand through a reliable eouroe, since 

ID7 COnTereat1on with the Xinieter of r1nanoe, that the 

X1n1eter 11 th1Aking in teraa of a two to three million 

&llal' credit inetead of the fiTe a1.111.on dollar credit 

h e appeared to b e cont.aplating. I bel1en alae that the 

r1nanoe X1n1eter would endeaTCr to find fwlde to aeet 

PeN' I 
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Peru' e partio1paUon 1n the Inter-AMr1can B&Dit 1t he 

could aee how that par ticipation would reeult in aoae 

solution ot the exchange probla. 

8eTen. About 60,000,000 eolea in foreign exchange 

wae provided b)' cotton eJq>orta in l91l8, which, ae stated 

in paragraph one, was about 211 percent ot the total ot all 

exchange aTa1lable. It t hen Ugurea were ueed ae a baa1a 

tor t he credit required during the next halt rear about 

tii,OOO,OOO would ba needed, ae originally contemplated b7 

the K1n1eter. I should recommend, howeTer, that it a 

oredi t ie to be granted, an 1n1 tial 111110unt ot troa tl,OOO, OOO 

to $2,000, 000 be lllade aTa1lable on a trial basie, further 

credits to be dependent upon the plan' s successful opera­

tion. 

Eight. I baTe been proa.ieed additional 1ntoraation 

trom the Peruvian Government respecting a long-term coopera­

tiTI prograa, but baTe not ae yet received these data. Long 

a.nd oaretul etud7 will apparentl1 be required on thie aatter. 

In t he minde ot the PeruT1ana, moreoTer, there ia a d1etinct 

separation between the queetion ot Lth1a immediati7 ored1t 

and the long-tera credit. Urgent a ttention ia coneidered 

to be required cn the tlret, whereae the eecond 18 etlll 1n 

a nebuloue state, aa indicated in the memorandulll ot the 

Xin1ater ot Finance enclceed with 1111 deepatch no. 109 ot 

Xa7 21l 1 194/J • 

Nine. I t eeeae ~at certain troa etateaente ot the 

K1n1eter 
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Minister ot Finanoe that t he Peruvian Government baa no 

intention ot making even a t emporary arrangement with 

reapeot to the dollar debt in the near tuture and I under­

stand t hat no inatruotione in the matter have been given 

to Beltran. I wae told tod&T by the Minieter ot Finance 

that there ia no need to give serious thought to the dollar 

debt until Peru is able to increase ite exports to the 

United States by an appreciable amount , and he said that 

not even the sum ot three and one-halt million aolee, in­

cl uded in the current budget, t or use in connection with 

t he dollar debt could be devoted to that purpose during 

the present emergency. It, however, Export-Import Bank 

credits are to be contingent on a debt arrangement, I 

would be willing t o request t he Hill1eter to reconsider 

this position deepite the preceding statements. In thie 

connection, 1t should be recalled that t he bondholder• 

rejected an otter made by Peru when the country waa some­

what more prosperous, and I do not believe that an otter 

made now would be any better. 

Ten. While it would be dittioult to juat1ty aeeietance 

to Peru upon sound economic grounde baaed upon paet 

and present performance, I am convinced that Peru neede 

euoh assistance. Such help ae may be extendld, therefore, 

must be baaed on oonaiderat1one at policy. It ie poe1ible 

that 
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~t 1f we 4o DOt extend udnanoe, Peru ~~q be foroect 

to turn eleemere and that ov cnm, u well u Pero.' •, 

1ntereete a&T be detr1aentally affeoted by tbe terae and 

aethode that 1t might be neoeeeary for Peru to aooept. 

EleTen. I aa een41ng a deepatoh, no. 1:50, b;r a1r 

a&S.l on Monda¥ wh1oh oontaine a tull report of th11 

aatter. 

ICIUID 

( J1A I RJY I CJ11B) 
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RDS 

3corctc.vy or State , 

•·•a ohington. 

9SO, June 1 , 1 p . n . 

( 9ECTICN en:) 

pre TliE ;.;.>£ASU!'!Y. 

Pcr ia 

Dated June 1 , 1940 

Rto ' d 11:23 c .m. 

ThE principal Frcmh b:mlto , the Fr=t.cll brc.nchto or 
AmcricM cn:l. Br!tioh ba.nk i l\3 cotc.bl1Dhramts o.nd 16 firlllll 

dea ling in pr eciout~ mE tc.lD hc.vc been authorized by tilE 

Bo.nk or PrcroE to purobc.oc on ito btbc.lf the g')ld h oldingo 

our ~·cndn•Ed to thE bo.nk in o.ocordnnoe 111 th thE dto'NE of 

l.ir.y :'.0 {:_,l.Ec.3E oec Enl:nony 1 o t clEgran lli.WbE r 796, :.Icy 21 , 

7 p .n .) . Confidentinl 1nntruot1ono i:Jouc<i to thEllt 

"c.9:; ·oved 1ntErncd1c.!'1Eo ~ f orbid tlrn to ch:'.rgE c ey coo­

n1ov~on on 3Uch purc~.oco . FUll WEiGht gold coino ~rE to 

be bought :-. t t;;:>Eir race va luE and fol'wc.rdtc:\ to thE BordEa ux 

brcnoh of the £cnl< or FrancE . Under '1ti3ht gold oo1no , 

bare , 1n3oto , etc ., nu:Jt bE ocnt to the Chr.nclicreo 

(Dt];X'.rtl:'.cnt dE Puydc-Donc) bro.nob of the Bc.nk. Full 

J:lC')'l:l£nt uill not be t'.C.dE until ouch 3olc:\ lU~o been coocyEd. 

BULLI'l'T 
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Stcrttary of StatE , 

Washington 

GRAY 

Pari a 

Doted JunE 1, 1940 

Rto 1d . 10:55 ~ · m. 

990, JunE 1, 1 p . m. (SECTION TWO) 

20 

TbE Pori 3 ban_~s havE bten ordEred to rtmain opEn 

t hi b ~fternoo4 for t he third succeosiVE SAturday. They 

wil1 bE closEd, howEVEr, tomorrow. 

An arretE of thE Ministry of FinancE publishEd in 

toduy ' s Journnl Official fix£ a thE maxi mUll\ a:nount o.~ 

FrEnch or colonial currEncy which a travEl£ r l'll.lY br~ng 

into FrancE at 5 , 000 franca. HEretoforE tht limit wns 

10, 000 francs . ThE limit for forcign coins and bank 

notec rEmains unchangEd at thE equivalEnt of 10,000 francs. 

However, thE importa tion of Belgian, of Congo, Lux tmbourg, 

Dut~ and Dutch colonial banknotea and coins is hence­

forth forbiddEn unless a sptcla l authorization has btcn 

granted by thE fortign cxohangt offioc . 

A dtortE also published today raisEs thE customs 

duty on importEd and domEstically rtfintd gasolinE by 

80 francs per hEctolitre and that on "other gaa, oils" 

by G8 trance pEr bundrtd kiloa. DEalErs a nd rEfinEries 

possEssing 
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;} - 2-~0, Junt 1 , from Parle 
i ~ 

~a"Eesing stocks of gasolinE in t xct5s of 3 cubic 

'!II! ttl' a .al)d othEr gas , oils , in txcta5 of 3 tons art 
-

~quirtd to submi t dEclarations covering t hE i r holdings 
rv .... 
~0 thE CUstoms withi n fiVE daya , Thty WOUl d 0£ rEqui rEd 

to pay thE incrEasEd customs duty on thE stocks thus 

hEld . 

A list bas just bEEn publiahtd of additional commod­

itiEs in GovErnmEnt warEhousEs or in thE procEss of 

btin~ unloadEd which mny bt inaurtd agair.d t war risks , 

It includt s wood pulp, raea o1· wovEn matErials , paptr 

and cardboard , E<SEntinl oils , pE r fumE r y, wtaring apparEl , 

and l EathEr manufecturEs othEr t han shots . 

DEposits in national (poatal) savings b~nks during 

tht pt r iod hlay 1 to 15 total 30g million francs and with­

drc.wala 221 1n1llion . (END OF MESSAGE) 

BULLITT 

0.'1 
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w. . ... •­
~ ·- -- ~r.· 
f ' • .. f'l.) . ~ 
~crtt~~ of Stott , 

oJ 'il~ngton. 
Cll ·~ )-., ~ 

580, first . 

PUIN 

Stockholm 

Do. ted June 1, 1940 

Rec ' d 7:35 p . m. 

In milli~ns crowns Minister or Financ E bAs askEd 

pre:znt Rika~\~ for i ncreased individual and corporate 

1nc.:;:•e t axes to bring 90 and stotts that equal sum 

expected f rom consumpti on taxes to b t rtco~tndtd at 

spec 1cl session the Riksdcg later t h i s month. CurrEnt 

de1'1ci t o.pprox1mcttly 1000 . budget balancing 1'U.1d 165 

net dt1'1c1t 850 . Budget for 1940-41 exptoted show 

txpend1turts 2901 or this dtftnst 1464 including army 

500 nnvy 150 nir 50 plus 460 gencro.l end current . or 
thi s 87 covtrtd by rtstrvt 1877 by i mpe rial and supple-

")? .... 

ntEnto.ry budgets . Income on pr uent basis 1784 h tnc t 
. ' . 
' # 

neotosity added taxes . Do.niah National Bank end Swed1ih 

Riksbank rEached ttmpor~ry arrangemEnt for urgent pay­

menta pendin·g dEfi nitE t1gr£EmEnt . Declaration required 

by governmtnt June 3 covering etocks or additional 

me te. ls i ncluding copper tl.n lecd zinc mercury. 

I NFORil COIOIERCE. 

STERLING 

NPL 
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To: 

Treasury Department 
Division ot Wonetary Resoarch 

Date -· ___ 19 

Secretary UOrr,on~u 

From: H. D. White 

This report free Nicholson is 

worth your readinr . 

IIR. IIHITB 
Branch 20~8 - Ro~ 210 

---
.. 

• 
• 
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TMI ATTAC.Mf 
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UNITED STATES TRE:ASURY DEPARTMENT 

Olfoct of lk S«mary 

t. 'Ill• _.,..raJ. a11uatlon in 1apen ILu n.o, ola-" •tarlallT 4urlll& 'lloe 

put tn 111011tb.a. 

II.Ioonaalo oltuatlon. 

'lll• onala on tlloe aoonomio a1tuai1on ot 1apo11 aiill eb.owa uo aigu 

ot ab.aUJI&. '1!111 tao' ILu to ba bpt in aiud in or4er to D114erat&114 

tba oonoern ot 1apan tor tlloe •inta~tauoo ot t.lla eta1ue quo in tM 

llot.!lerla114'e .,.., lll41 .. , • oonooru 11hiob. 1a bua4 on t wo .a1n taoh: 

1. !loa po .. ibUiiJ ot u US .-~>arao 11h1ob. ~4 coapol t.lle 1ap-M 

had tb.a ettaot ot produoill& .. otaa4:1' inoraaoe iu 1apuaM trade 

with the llot.llarland' a llalt ID.diea w1 t.llta t.lle laot oi.J: IIODtha. (1ap. 

laporte troa llii inor .. Md ~ clllrlll& laot ei.J: IIOntha, llzporta 

to liii laoraa..d appronata~ ~ o1Doa Oo'obar, 19S9). 

2. !!>a taot , that in apita ot Mrioue andaaYCIIU'I the lap. haYa not 

bean ab.la to raaob. • aat1ataoto17 -cr-at w1 tb. lllleoia onr tho 

probl .. ot 'u Saolr.al.in ou-uo. !loa l ap. tb.aratora, wUl ba 

aora 4apoad..,, thaa oYar ou tM oU-..,p~ troa Bor...o , aud ~ra 

11 11\\lo dOilbt, that tho pro11uro 1apaa 1a ourti.JI& onr ~ pro­

blG ot tb.o •intauuoo ot the otatuo quo la t.llo !III, eb.oul4 MrTe 

t.llo JIIU'POII ot -OU&till& a taYonbla 'r&di-MCN-Di w1 ih tha 1111 • 

!loa aooaca1o oliu&Uoa in ~ oooupiod ....... ot Clb.lu. b.u not uadlraoaa 

lOOT ob.aqoa Worth MJltioa1JI&, in t.llo l aot t• welto. Sb.orp tlaow.&Uou 

1a tllo tatauliJ ot roaU aa4 water bor... trattio o•Uaao to tab ~. 
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tao\, tile rbe 1a ~\a ... t larp}T M •"rllDo\M to latla\10111117 

wa4eu1 .. .a4 opoeool.eUaa. :hnlle-, \U flit lou w loe ao\M, 

tlla\ ~o ollp\ oub& 1a tu lilea41111C of 1apuo•-~114 roov1o­

Uou 4lrootl4 liCaiut torotca -41-oothlUoo 1a \U oeeap1o4 aroaa, 

'1111oll blo- aoUooll>lo 11 h'bNU'J'-IIUII>, llu oa01 ...ro 11"a- to 

o\orur M\llo4o ot roproolioa, 111 ~~ lut fl1f noto. 

Pr1paroto117 Mo.&r~l tor tho ootabl1ob11eat of a Oea\rll llo\o Bult ot 

\Ito llt.llkiAC Pllppot Bosilll are be111C 111\outttoa. 

Bocar41AC tho eooacaie aUQat1oa 1a ... olmr1a, rolia'blo roporlo ro­

ol1n4 1a41oa\l a 11r1o..1 4epreooloa aao to tllo o011U1111at1aa of tlla 

nr 1a Cllilll u4 ~o ..,,llroak ;ot 1lo1tU1t1o1 1a .....,,.. '1111 oooacaio 

41nlo~at ot \Ill -.\1!7 '1111u ... ta tlal1 R'I.IIC prior to tlla aat­

broak ot ~o w.r, 1lu aot OlllJ' blla 'broapt t o a o~o\1 atu41Ull, 

wt noJ!7'1111ro l&oll: ot orpa1aUoa, 1aett1aloaq ta aa.tatavattoa 

u4 haltbo&rtl4aoOI 1a the U.OiltlOll of MIIQrll C O to \Ill ,._ral 

laOk of twl41, &rl a.1<1111 \ll-l'fel 1aoroU111C}T fiUo &I I OOIIIIqoli&OO 

Of laot feU'' I 4rOQ&ht 111 111pU u4 the OUQiliC wa\or-IO&ro1t)' ...,U 

Mr10Q&1T ~ro4 ,_.r-pl&a\8, tlm1 illlo'bUlallll uemo&l 1a4uo\rill, 

it NO- IIOIIIU'J' to Ull Oil IUol c- fraa 1107&-MUI) iutla4 Of 

arUttetal tortU1alr1, 11 oM&r to llftl'l \Ito •n lilernet. -· 

••••rt• ou 41prln4 ot loer ll&la ozporl-crUil&, • r .. t lll1ell ooa-

1141r..b17 iura- uiniAC t1aualal 41tt1•U111. 

OONU7 lou ropoa\1417 v1oil,1a •ala, to oll\aia tult1l.Mat ot tu oqa 

beaa aero-••, ooaolu414 w1 \1l ._oJIQrt.. lllrtlaer oar- olrolol are 

ocaplalalJIC o'bOilt laok of 1ap. ooll..boraUoa la raeU1\at1AC \lao trua1t 

ot oo-. loo41 trca au to cae-, \llrftlll -olnarla. ll144lo ot 

\Ilia Ma\ll (-, 1940), tor ~o, \U 00--r ot 00--1'000 11 

a.._.a1 111\ .a _, olro to llorlla, • ...,1•1•1111 uo..t 111p-ll la­

tortoro- wt\ll ou.u vauu poaa tllroaP •a.,...ia, ut ~ooto4 

••rpUo •pl-til ropra-uuou 1a !*lo. 'llaa t11t 11 .-• ..a 
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1a CkftiU ,...nera, ~.t a ...rtioleat _, fd relllllc a\OU l a 

anU ... l>le .. ~ lllaalaa • o\or ot ~~ ~1'Mr1.a kUJrv, u4 

III.Pol 1t1o.l e1taat1oa 1a Zapan. 

r&eo1et 110Uou witllia ..nd wUilout ~~ polU1aal parU11, ""d r&dloal 

' ) 
C.. ll 

~~ aaUon 1a seaeral. the proo111 ot " reTUallsaUoa ot tile polliloal 

Wl .. D.oe . O.n. Aloe' • a1al101l to Rukias t a l>acad 1>7 tile willl ot 

at t ho a..rlieet poea1ble .am~D.t. D1eoOD.tao.t with the preeeD.t labile 

etah ot Jtaira 11 1aoreul.q 1a atreasth 1ll all Moilone ot the 

oo-.>1t7• war--arilllll 1a a'flr-111"011111&, aad tile wiall to obta1a a 

••U•taotorz e:o:plllll¥UOil, u t o ~~ ao\ual reiiUlh ot tile allUarz 

e:o:pe41t1oa 1at o Clliaa aa4 ~ ell8U1AC econoaio pr1T0\1ona tilld reetr1o-

tille ITOlQUOQ dOll no\ a.tiat7 ~ tuoiet IP"O"PI 1" Zapu ~ oerteia 

HO\iou ot tile .....,.-otticeu corpe. !1117 hold \Ill Tiww til.t 1a ep1te 

ot eooAGIIII.o d1tt1eu1U .. , 1apan allould - a lut ad 4atera1M4 atton 

t o axp..ad .. r -u>ire t o tile Sou~. !1117 arpe tile t the a ... el~at ot 

tile 'DI.ropaen eUuatton, tile walcentns ot tile Br1t1all poe1t1on, end tile 

11111 tarz upreparedllloo ot tile US otter 1apan llor lut cllonee to reaoll 

llar e:o:pao.aioD.t.t o.ta., end til17 tear tile\ the Tonal &O'fena.nt 1a 

O.rteia •leu, \Ill rat ore, are Oil the inOri&H wilt oil 1a41cate ~e po .. 1-

b111V ot a rnolll\10JI&Z7 .,....~~., 1a Zapaa, wi~ \Ill ala ot a atroac 

poll Uoal eoaoutraUoa, ... 4 aa aciP"'II1ft u4 1lllC<:aproaiotac tore1p 
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pollq, ..tal7 41no-~- GNat Bntala, poeo1bl7 ooaple4 wi .. aa 

au~ to oakr 1ato Unot pe---couauou wUia Clum&ldac· 'llotae 

tddonoi .. .,., aa~, t1a4111& otro .. appon -ac pro-Oer.u olr­

ol•• • 

IV. fonip pol1oioa. 

Hero n.o JJOliUoaJ. ai_,ation· 1o 100ro t~an O'Nr ia.tluoncod 'b7 \loa M• 

(lllenCO ot annte on \be JluroJ)Oan otae:e. llo chan&• oo- to loan tata.a 

plaoo in .18J1aa'o daterm1aation to r-1n &loot ot tloa lllropeaa coa.tliot, 

at lout u 1011& u tlle tlnal 011toama h otW 1a dOilbt. leakenod 'b7 

\bno :raaro war 1n Cll1aa, oconcmoall:r nla .. otd and w1\b a •r1...,.17 

roda.oe4 otaadard ot l1Tiq, .Japu lo 1Ul17 ..are ot tllo d1tt1eal.Uoo, 

2i 

1n\o alalo a OJiftad ot Juropean loooUllUoo to tllo Jar Za.ot wauld p1naco 

tloo o011a\r7. 'lho .Joq>oao• tul17 nalh .. \~let , 1t .Japan 1n an ..,..,-..aJ. 
att•pt to -d toward \loa oou\b , load to taoo ao\1>1118 but tloo USot., Wlaoao 

11111 t&rT JlftparaUono are aot ao adnnoocl ao tloooo or \bo .JapuoM, tllo:r, 

aner initial 11111t&rT adTantae:oo, wau ld loan to to.ce \be tull otro118\b 

and 1'010\ll'O .. ot a ccxtnti'T WlaoM a11i t&rT poteaUal 1o TaoU:r ouperior 

to t loo J10hntial ot .Japan, and tloat final. Tletor:r woulcl undoubtadl:r co t o 

\bo 1)9. bon UC].octiac \loa probl• ot tllo us, and lt'o l.aplloatione, 

U .,.t bo u-d tloat .Ja;aa 1o 10111& t o coatiao ller "wa.it and aeo• 

pollq 1a rocucl to tlao Br1 Ualo llllpi.n unlaoo . ot coarM. lllgaAd atrero 

a dooioiTo datoet ia lllroJIO. Ill \bo lottor o&M, it 11 aato to u-, 

tloat .Jap. -lei try to axpud 1n laot and 801ltll Aola, i.n order t o bo oa 

tbo OJIOt eorlier than certain rtot oro la an-ope, wbooo 1notallation 1a 

t bo Brltioh poa1Uone, out or ColOIIII>o, Tokio would TiOW wi\b ooneidarablo 

oonoora., In order to llaTO bar loanclo troo tor a111t&l'7 OJI8rat1one Wlalolo 

would boooao aocooo&1'7 under .,oll oirouaatanooo, Tokio woald probohlT 

tl'7 to - \o .._ eort ot 81'1'&11810-t wltla Clonll8k1118· 

lop.r41JI& tloo probl• ot \loa 1111, u 1t appear a a\ \bo JlftMnt _..t • 

it oan oatal:r bo ao_. tllat, t or tloa tiM boill&, .Jwpan will uka ao 
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wb1oll, u rop.rda -.ro aa4 toaoca, r..tu .,.. ot ooo.c .. trauou 

1D \llo 811- 111:17, 1e proll&bl7 DOt oouooio4 wiill a111iorT oporatlou 

1D 0111aa. Ii 1e JDOro 11kol7 illai ihoao botta.. oro loopi 111 road1Daoo 

tor tbe truoporbtlon ot troopo tr'* 0111DO to pOoollllo DOW war-oroao, 

1D oaoo tho lapaaoao oono14or illolr oooaomlo 1Dtorooto 1a tbe Hili illroai-

oo.od b7 aotloDO ot o\llar poororo. Oon.J17 1o ti'Jiq to iDol to lapu to 

talco aotln otopa 111 tbo Iiili, lRlt U lo roalhe4 1o Berl111 tbei lapu, 

booOIIoo ot &oDOral wor_.urllloN aa4 illo ioDOO o1tuoUoa 1o Ch1n.a 1o 

ai proooat probabl7 aolthor 11111111& ao.r oapoblo ot oballoa&lJl& tbe 

Brl Ueh llopiro. Ill U7 onai , tbe hopo 1o ohorlebed 1o Borlln, illai 

cluo to tho Wlatablo altuaUon 1D tile Jar llaat, tbe 1l8 will bo o-llod 

to rota1D her tleet 1D Pao1t1o watora, \lluo aor1ouol7 roduo1a& illo pooo1-

b111i7 ot AMr1oa al'lll8d 1nhno11U011 1D bopo. 

At \llo proooat tma thoro la greet d1plouUo aoUrt\7 111 O.ran o1rol .. 

1D llllao.&ho1. 'lbo Clusrse 4'atta1roo hao lett tor ~1<:11lc. whero ho 1a 

to •oUIIC tbe Oel'IBII -••odor to tl:lldo, O.a. Ott, COW1olllor ot 

state Dr. llolttorloh, Dr. Riohtor ot tho O.noa J11111oir7 ot kOIIOIIlco 

aad oonral jourllallat o, all about to depart tor 'roldo. Oerllall7 oo..., 

to han talooll up 01100 JDOro her tor.ar ooh- ot ir711l& to coablno O.r-

11&117, 1\lolia, lapan aa4 Chlu 111to a great pooor-a111uoo. Ill order 

to p~to tllh allll, 0.1'1118117 1a l'UIIorad to lion ottorad or to bo raad7 

t o otter onoo ..,,.o hor Mdlatloa 1D tbe 81o.o-1ap ....,. • 'rho Germ&~~ 

a1n11m11 a1ll oo..., to bo to lotlu011oo u tar • • p00olblo lap toro1&11 

p0l107 towardo a dlpla.atio rapprooh .... t with tile ao.a-Borl111 ox1a 

pOftra. Ill t.lle .. aoh ... ' Qa- 1a aided b7 rue tat o1roleo 111 

lapaa aad cortalo .._, t aotlOAO. 

'file toot tbet O.r.J~T 1a caco -. ~ill& &root .ttontloD to illo 

cloe.,elo_..t ot \lie rar laaton e1 tuaUOD, 1• alq)lllud b7 ocmt1do11t1al 

' , 
t..\J 
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adYiMo to cr--' O...a llul.Moo u .... ia Clb,iu. O.mea ru.. u. 

vae4 aot ~ oouidn U e preMat r• Mteri&l uauporwU• llae 1'le 

!liberia u •rel7 u -rpur •ua.re. !lle 'l'rau-8iberlaa llailr­

u4 poodbl7 a - llu 1'ia U.,...ocloi-Lucloow (t ho 'll>rbib R. R. 1a 

.uppooe4 t o be oollUIIRe4 to Luclooor ) will reMia OM or Oerlull;r'o Mia 

ouppl;r lillU nell &rwr no hralaatloa or U.. 11\lropoaa war, U..oa Oer­

MII oiroloo a ooort. It will be WJ)Ortut to watch Ue Rllaoillll roaoUoa 

to tbh ocloue. J'urthel'IIOra, Oerllaa;r ..... 110t to exolu4o tho poeo1bi-

11t;r, that tho war will conUuue ia a latoat tcma on11 after a dec i o in 

1'iotor;r 1a 11-uco , poosibl7 bpt 1a beill6 b;r Ue Brltlab Dcain1ou ua­

dor U o loedotrabip or the OS. After tile Ualiaa coaquoot or t he 

lloditeraaeaa, aDd Oemall, Ru.ooltlll &Dd I talic partition or u.. JlaU•u, 

it WOO>ld be or priaarJ importaaco t or tllio sroup ot -ra, t o .. .., ... 

cO!IIIIIlllicatiou wl til lara• raw ~~ateri&l pr04ucill6 arou. 'lllother Oer­

lll&llJ' 11 oarioual;r Uillkill6 tbat Uio dreu will nor materialize, 111liclo 

t1114o lll&liJ' obet acleo 1a ito wa;r (Rueeo-1apt1118M aad Sillo..J"e;paneoe anh­

COilia ) or WboUer abo wi ll bo eatlotied ne11tuall7 wi til a partial ooln­

tion, oanaot aocertaille4 at tho prooont ma.oat. 

App&rolltl7 tbero haa been no taportut clo&ll&o ill Anglo..J"a-M aad 

AMrio&~~..J"a-• rolatlou. 'l'lto taot reaaiu, llownr , t hat both the 

pro-Jlritlab aD4 pro--rican groupo ill lapan COiltiDUO to wield sroat 

lntlueace , and t hat it WOO>ld bo oxtreM17 dlttlcult to push 1apaa illto 

a war with U.. UIU. or Oreat BrUaia. Rownr, abould u.. lap&Deoo 

oo•oi 4or th .... lToe proYooatod or uroato•od, a 1ap. ovpriM attack 

would - wiUln tho liJiito ot pooolbilit;r. l'llrthoriiOro , it 11 poool­

ble that, in U.. onnt ot a .udden braakdOWD ot U.. Alliea ill Europa, 

U.. 1ap 0o1'0-t would tab, or would be taroed b;r haclot circleo, 

t o wn, action. 

lbuoo--1ap rolatlou are oool ..a raMno4. S.nral 1111101' bordor ill­

cltaah haTe tall>o11 plaoo, with•t pr-oill6, h ... nr, a break ill pMr&l 
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relatione. CoD.eidorablo ~OOp-IIOY-nto han boon roporwd , during ~· 

month ot April, on ~· 'l'rano...Sibortan Railway , ud art1llol')' unite han 

boon ropor~od oopecial.ly noticeable. IAtan~rr-unth which had ~al<en 

part in ~~ J'iDDioh C8111Pa1gn, wore aloo idontit1od, lho~or ~hoso 

mOYemonta ware juo~ routine opring-raplaoomenh, or whether ra1Dtorco­

monto ot extaUng J'ar ltaatorn garriaon.-torcoo haYO hbn place , could 

not bo aacortatnod. 

30 

In general, tratric on ~ho Trana-Siborian R. R. hae increased conoidorabl7. 

Traina are running in in~onala ot 25-30 minutoo in both diractiona. 

Rolling stock io autticiont.ly ua1lablo and 1D good worldng oondi tton. 

TWo ldnda ot ~rucks ..re troquont .ly ooon - 20 and <&0 to waggono, anorel 

now oil- tank trains woro oopecially noticeable each waggon with a capa-

c! ty ot between 50 and 60 ot " category wh1¢h can not be uead on ~opaan 

linoo because ot untaYorablo terrain conditione. With regarde tho pro­

blem ot Tokio-Nanking rolutiona, tho :rep GoYo~t by eanding Oen. Abo 

to Nanking, haa cl early indicated ito will to roach a puppo~ poaco oo~tlo-

mont with ChiJW. It baa boon mentioned ol>oYO that tho whole :rap people 

uro b.ck1ng Oen. Abe' a miooion, orpocting pooi~iYo reaulta within" not 

too distant tu~ure . 

Nogot1at1ono a~ Nanking in their ouly atagoo did not take a ta..orablo 

~urn , and ooon t ho :rape had to realize that they would haYO to cl illlb 

down in order to .... ~ Chinese doliWldo , aiming a~ equality in righta , to 

praYont a cCXDploto breakdown 1D tho parloyo . 

Tho problem ot tho u t abliohlllmt ot mi:rod Sino-rap companiee wae t ackled 

tiret. In tho end , tho 1apo had to ooncodo ~· quota, which uood to bo 

1D torco betoro ~~ outbreak ot Sino-rap hoot111tioo (maxillllll aharo ot 

:rap. capital <l~ minilun oharo ot Ch1Doao capt tal 51") . But thoro 1a 

ot coureo little doubt that thia principle will not bo obearnd to tho 

letter 1n practical lito. 

Tho nort probl em waa tbe restoration ot railway linea to China control. 

lD tho boSiDDing tho 1opo aaked u exorbitant pri oo tor tbe return ot 

tho linea, but met with on onorgotic rebuke trom tho Chinoao otdo. 
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a.re, ""'• tile J"ape ll-.4 w reaJ.l• \kat at l eut 1Ja prtJaolple t.beT ~4 

ban w OOiloede w Cll1Da eo••relca rlcJote, ~til ol4ea lJa llaklJac -

tilU 181> troope ~d beYe to lle retallae4 la eooupied areu or Qa1u tor 

qulw - ta.. ~ preeerYaUoa t1t law U4 or4er ud U.. tlcllt apiut 

U.. quer111u will be tiL& taa.li:a •••lcaa4 to Wus Ql.la& ... l' a uwl7 oo•­

atltutad ud 1ap trallaod paoltloaUOil troopa, aat lJa aplta ot \llat 

there ll llO doubt that 1apuo will DOt lle able to reduoe b ... aill tt.17 

erp&DNa ill China 1Ja tile 110ar tuture. 

WaDI CbiDC-1' • tuture depend a oD • o M1D tao tore: (l) Are tile J'ape 

w1111DC to euwon Wus Cllllag .... el ... betantlalJ.Tt (2) Will Wus CbJ.ac­

"1 be .,..c .. stul lJa reewrllag 1- and orde.r lD \~La oocnp1e4 ...... , at 

leut to a certain extant , 1D order to illproYe tho eoODOaio o1tuat1oa 

alld ro1H tile etOAdar4 at lirtq ot the poptlatloD. 

'!'hue llOthiiiC but tho ocoDCIIIlio Hctor 1a lett to the J"ope whore thq 

con poeeibl7 reach aome oort or aucceeo, l . e . , preterelltiol dutioa tor 

their export. to Cb11l4. Sl.owl7 but aurel.7 tile J'ape oro beglDDiD& to 

real h• tbot tbe collqueat or a couatr7 dou DOt -OD that thil COW1\J'7 • e 

econCilic etru.cture COD 10lta.atlcall7 be tabD onr, but that torcetul 

cooquut blplloe a complete 4 loorgOAlzat1o• or e cOilcaic lite and tbe 

etaod-etlll o t prlnw 1Dlt1at1n ; ODd tui 1t 1o ftJ'7 dltticuU to 

reorgw .. a broke" d.., econcaic etru.cture, upeo1all7 1t ....,..iu ot 

eo .anr UAplaaaODt lncidonte durin& tile proceee ot m111ta1')' oocupatioll 

oro pqcboleglcal obetaolee to tbe proceu ot recoutmct1on, 

v. Wilitar7 eituation. 

Aport trca tile groat concentrat1on ot •pt:y ll111tor:y trueportatioD unite 

in tbe Yang\ee J:etuor:y there 1a DotlliiiC important to report. 'l'hh ooa-

Calltratioll doe• not .... to lle d1rect17 coaaeoted with tbe a111t&J'7 ei-

tuatloa 1Ja Cllua, lott ., ... or leu 1atende4 u o prec.,t10D01'7 • ...,... 1D 

ooea or an extea.a1aa ot .....,pean lloat1Ut1ea to the .hz J:ut. SIU>rt17 

before tlla IU.ropeen war atal'Wd it wu al.reaq reported , that 1D o&H tile 
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:ape ..U Mn w f1&" • - heda, a.r ..U ... u. .. • --.tac 

or .u treat 111 Qo1118 - Mlt1lla .,.. -11' ...,. 1.11w • u.. ......_ 
~ traa ~- 1a - .....-.., na lalta~~&-hiiCJIII...._ to !laC-

.... -· 
, . .. s; 

I -. 
~ - I 

{» • •• 
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~ Dat ed ~unc 1 , 1940 ·'-= .. Rcc 1 d 1 : 50 p . m • 

S.£.Crct ary ot s·~at£1 ... , 

Todn:;- ' s tu>rl:£t il"d£x 2?.80 8 7 0 Vo1w:u; 52 1 87 5 . 

P·•ic cs va t•ia;,1 £ bat tc:1dmcy ~cr.crn117 f irmer l.n 

s1~~i,h tradinG• 

csa 
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:sxtrr.ct fro• perooD&l letter written on 
Juu 2, 1940 b7 GoYornor lloot h ot tba 
Syoripo Rlko'bm>k to ll.r. Cochran. 

'Since I wrote you ~ lut l ot tu t irot 1lor...a;r and DoDmL!.Z'Ic and 

then Rolland and :Sol pum ban been attacltod, We are DOW wonderi"C bov 

- dqo i t Yill toke tor l!uooolini to dooido whether ho ohall joi n or 

not. 

'l'ho :Sritilh help to llo~ wao fl\irl7 poor u tho territoriAl 

anoy we not tra ined. 'l'bo O.no.ono have at preoent probably oo10e 150.000 

men in !lo~ with a lot ot tanka , artillery etc. Part of them oay be 

intended for a jump on Englo.nd, 'but moot of them are Along t he Swedioh 

~roJ>tier. J.ltho"&h it h not officially oald tho Swodilb anoy h in 

reali ty 100'b1lhed. Ho nonr dr.,..t ot detondillg our frontier aptnot 

::ol'l!81 'but we are nov doi"C our boot tor cl.otan41DC it. 

fhe aout~weatern. aouthern and eaatern water trontiera are nov 
ru.ao defended o.nd a Gerr.w~ attempt would not 'be a vall<-ovor. !·!y 

impreaalon io that the Gorcano nt pr eoont have so much to do in Franco 

t~.at they are not likely to attnck ue. llut you never can toll what ideaa 

12J cO>Oe into the heed ot Hitler. Tho IIIIJ.n rhk tor uo at preaa.nt io t hat 

~_an forcoo at llarYik ha•o 'been driven tovarda tho Swodtab f rontier. 

~ir aupplioo are probably not ~iciont tor core than a fairly abort 

t 1ae. 

Our friend Rygg left Oalo with tho Governnent . Tho intention 

>rea that he ohould follow the Government north, 'but when the Germano 

bo::>bed :S:lvorum o.nd ];yberguund he loot tho conteet o.nd returned t o Oolo . 

~::or'.dldoon 1o &leo at Oolo. '1l:.e !Zorwosian Govenment hal appointed a 
nev :Board. That :Board otarted its vorl< at llolde 'but had to li:OTO rrc. 
there and h at present in or in the noi._bbourl:.ood of a ltlAll tovn called 

Tro.oeo in the Yery north. 1 encloae a meoore.ndua with th8 ne.mea of t~ 

present meooero of the :Soard. The nctunl Governor Dr, Rnootad 1o a l.&wyer 

and economiat. He """ talked about a couple of yeal'l "CC u aucce .. or of 
!yu . Oo the l!o:>rd 11 &lao one of the boot !!orwegian econol:lista, 
?rotescor Xellhau. For the Uorwegi~ Govel"tl.::ent it b&• been a great 4rav­

baclc that t he)" did not pt their booko viti:. the:~ vhon tl)'ill& frot:1 Oolo . 

ill:.en Mr. Torp, the l!orngian Hlnhter of :i'inanco, vao heu a 
coupl e of wooko ago he told me that ho had no det ailt a.bout tho Uorwo,;ian 
loons abrond , 'but I ge.ve hie ouch about the loant in Sweden and preoented 

ll1c w1 th o. cop)' of a llor>ro4iN> book on Uorwol;ian hondo and ohar01. l:orpo 

!!lUll!: at Oolo hao no rorti o> aooeto at ih dhpoaal. The7 ue all in tho 

t~o of tba l!t\llk 1n tba north. About 5/6 of t .he !lo,..,.siAI1 o;ercantilo 

~=in• wno outoide !!o~ and the l!nltlc and 1a nov produciDg otorUDC !or 

the !lorwogiao GoveMllDOnt. 
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':'N Clt;r of Oslo !!,>.s a loM wit!\ cou1>0nt on tN lot t!q. ""'-"t 
toen woo not pcid. The intereot of two lo~n• iooued in Sweden by Uorge t 
Zot:IC!Willl bt.nlc with ..,v.ar~mtee of tM UoNtp an Govtrlll:lent due #eaterda,y 
\11\1 paid . They hope to be e.ole to c oot tbe obl1,,at1one of Goverru:tent 

ondo nn4 of bond• guaront ood by the Government . 

l'orwny hr.a sufficient mon.ey in En l "'"-d tor me! tlng i ntereat and 
• ·ortl:Btlon on ·the llorwe,;;ll!ll l OMB ·in En£1Md. I uelleve that tM 
~tricnn runl1 ~• surflcient !or tho repulnr aervice on the ~orlean 
loMt t\04 I hone thclt the Gover ruoent will pel"llli t J:or-.my end ::lenoarlt to 
~•• the ir a aoeto in America !or the oervi eo o~ the loans. I understand 
t~~t "-rriman Rip ley & Co . In Nov York which l oau•d a couple of the 
::orvtJ;iN> dollar l oan• hat oeen in contact vlth your GoYer=ent . 

"Jt ere In contact vitl: the l>orvorien authorltlu in Oslo t\04 vill 
fnirl1 ooon eG(n cegQtintlons vith thee rocardlce a trcde treaty and a 
elonrlno; nrrnnt.t:lent. It Is or lm!>ortaneo not only f or liorva,y l!.Dd tho 
'·o~BiM :ovenu:sent in the north but oJ.eo for the n&l t,.ilboura o! I:o:""WWlJ' 
tr~t the ptO) l e In tho oeeu~led ~art feel and think as Lorve,;;lens and not 
u 1:o.:1o. I t h therefore essentlnl t het t he eeonoole life Inside t he 
oocuyl ed pert can continue . I con centicn thnt the Geroono vill tu;r 
:•rO ucto ! roo tbe l:onre_~an wood and wood pulp i "--~U8 t rlo s for noout 110 
t~ llllon llorve , lt.n k~?nor. 

The northern gart of lfor":ny la Ctu"ryln~ on ita bualneea on n. t r eo 
),clio . -;: orl,lld8en f ro" Oslo was bor e 8ooo d0¥8 a_;o. !!o and Rye.:: are 
ln(l)o~ ~cnlt b 3lthouo;h I have boon told thl.\t Rye .. hca got fnlrl y mueb 
~lder after t~o heppenines of the l~at r~w ~onthc. 

·.:e nre ne0-ot1s.tln_g A t rade treaty and clearing c.gr•e-ce:nt vith 
c:-.c:u"":. Pcoruil~ tr..r.t c l aar l nt. ~ee:-ent • e ~v~ r:n.:ie r.n arren;~~ent 

' 1 t.h .. :uoea.r:<a ~:ntlonal bank that S1<"0Cli ah ~nt& to Z:sn;r.rL vill be ::ndo 
to ~. lnter::oodla.-.• account h• ~c and :llll:llh r ll,)'l:anto tc S...-ed~tc vill be 

le to An r.ceount 1!1 Co:ye~-t"n. :'he per-enta in Couenha.t;en are 
\!:..lcul.at tJ. on a S1~lsh Ccnor '"'t:.ala e.nJ are pel d out over the ::.ceouct in 
""tockholc. 

1 ~ve not seen ?.yt l for a lon_ t l~a. Ho ia or couree friy~ttully 
Uoi ,.it:. r ll tb• """ri.< A!"ter the •= Md till t l:o ollltr.ry pr ep!'.rntlono !or 

a no\.' J.efence, lf neeesr:ars-. P.Pn ell who 11 now in eha.ree of Pinlru\d.e 
~CUlk \It'll in Stockhol m n cou.!_ll e of wee::ca ~ t or ao~:~e fln.o.neicl naeotlnttona. 

I bop o tro.t you have 1;0 t the trr.nUl\tion of tile me;Jorand= vhich wo 
rent to the Cov~rnment regcrdin3 our economi c 'OOlioy. The : ~1nister ot 
F\r~co 3~nroved of it und eo di d Pnrllom~nt. ~ho aueetion is, hoyever , 
vhfl thtr the n.ut h'!)rlt1es lr.---111 drc.v the conc1 ul1ona thrreof a.nd reduce 
f'X"p~ neea otc . Tbo !:1n1ater of Pino.nee 1teutd tho other d..a¥ e !!.ecort~.ndu:t 
with i notructlono for a ll ounlc1~lt1oo :nd town• rob10T~£ lonna ond 
'tcli\Ted th< t t l:.e;r ahoul~ not llet pen:oiuion to !laue l oe.ns ualesa their 
e:,tncta vert teavilJr cut down. 
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!U poUUcal oltllaUO& ba8 led ua to 00Dol4er & lot o! pNC&U-­
U7 _........ Oao or u.- 1o tho tr&DOf:or or - ot 0'111' aoooto with tho 
rodor&l :a. .. rn :a.nlc to tho ,_, ot Jtr. Jootroa u4 Jtr. :Erl.ks0011. 1 
nppo.. that rov. ha•• booa 1o!oru4 horoot ao w -t a calllo throacb \ho 
.l.aor1c.., ltCIIUon u4 tho State DopartMDt u4 &olo:ed Jtr. Jooti'Oil to teko 
ccataot vlth tho 'l'rO&Wl7 ill or4o.r to proftllt .., .&aor1oaa olllbo.rp OD 
tht .. & .. tto ln 0611 -thla& oholll4 happOilo 

J'roa tho l!orwpm oxporlellOt vo bATO lo&l'llt that vo .,.t haft 
tOM rv.leo tor l!l)poilltla& mnaboro of tho Joar4 of horlpt ll!.ksbaDk l.a 
oooo ot u lll•ao1on. I ollOloot a copr ot tho low which -.. patted tho 
other 4&7· Yo art hall41a& onr - cop1tt t o tho laorloan lt~tlOD horo. 
1 aa ill olo .. coatact with llr. ClrotDo u4 I &loo 100 llr. SterllJI& tr• tlM 
t o t lM. 1 

Regraded Uclassified



J!nClOIIU'e 

're~ ~he twlctionill,g W>4or extraordiDal")' clrcuaataDCu of 

tha 304rd of Snrlt;.,. !Ulceba.ak u4 the :Board of R1kepldelco11toret 
{~he l!atloiiAJ. Debt Ottico f . 

I t Svocl.en or part th.treo! b&e 'be como occupied 'by e. !orolg11 
pouor , tho lloard of SYOriget Rlke'ba.ak me.r twlct1o11 ol1ly at coet111ge 
hel d vlthin the unoccupied area or outoi de the cOUDtry. Heetl~ 

r:AV 'be held olll.7 et & pl&ce ""or• the 'oard ce.n col1fer vlth a r .. 
preoentathe of tho K111c 111 COUDcil. 1 

At leoet three :o:>bero ot tho :Board mut 'be p rooo11t a t ouch 
~eetina•· It a ~orum or three cannot be obtained, the Kine in 
Counc11 ohnll appoint eo tiNIY nev members of tho lloard at are 
neceaaary tor obtain111& ouch a ~orun until thote previouel)' elected 
'by Parlleeont con join the :Board or until nov com'bere haTe been 
elected by Parl iament , 

The abon reg.llntiono refer abo to the l!oard or !!ilcop.lde­
koneoret f~o National Debt ot!lcef . 

rhle lav It vali d until the end of June, 1941. 

\/ben pa.oalno; thh lnv ParUnttont eJ:ll)Ovtred the Kl~ In Council 
to noQOtla te loan• ahr oed on 'behalf of the State, If Sveden it 111 

a atate ot va.r. 

~Ia aut horization ie aleo vall~ unti l the and of June, 1941. 

Arti cle 76 of t he conetltutlonal lav p r etcrlbot thnt the 
1:~ In Council me.r not raiu 1oene on behalf of t he State except 
vith tho conunt of Parliament. If Parllo::~ent dou not eJ:ll)Over 
tl:e Zinc 111 Council to raiu we), loe.na , the rl.)lt t o do eo h 
In t he bnndt of t be l!oard of t he liational Debt O!tl ce which Is 

elected by Parliament. 

Stoekholc, }Oth l-la,y, 194c, 

SVD I G:::S RIKSll.llllX 

1/ Horwall7 tho Kinitter o! Yl ne.nce ie tho repreeentati ve o! the 
Xlnc in 00UDC11.8 
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Honorable Hearr Korgenthau, Jr. , 
Seoretary ot the !reaaury, 
Vaehlacton , D.C. 

SUBJJ:C!: 

X, dear Kr. Seoretary: 

VAS~G!OI, D.C., 
.JlJIJ:2, la.o 

H40HIJ11: !OOL COORDINATING 
¢OMMl1fQ 

!be 1ntorsal ooamittee representing the Kaoh1ne !ool 

Committee, the ArmY and the NaTY Vb1ohiaet 1n your ott1oe 

on Monday, Kay 27th, baa held turthar aeet1aca and allba1t 

.,.~he t ollov1ng: 

1. !be aach1ne tool aaautaoturera will cooperate 

with the OoTernaent to the tulleet extent 

and proa1ae 100 .. aupport 1n aupply1ng aaoh1ne 

toola ae aay be required t o carry out the 

National Detenae Prograa. 

2, 4 Detenee Co .. 1ttee ot the Kaoh1ne !ool Induatr7 

ot 15 leading exeollt1T .. representing 111Portant 

aanutaotur1ng planta 1n the 1Dduatr7 and located 

OTtr a broad area geograpb1oally haa been appoint­

ell aa toUova: 

petenu Cs:rrt~H .2t lU 
lat1onal MaMlpe J.Q2l•r• • A•ego1at1op. 

Clatton R. Burt ---------------- Obairaan 
Prea1dent: Pratt A Vh1tney D1T1a1on, 

11lee B .. IDt Pont Co,, 
Karttord, Conneot1ollt . 

39 
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Benr~~:!~ ~;-Ktg~-0~~:-----
Prortdence, Rhode leland 

Tioe Presldent 

F. B. Chapin -------------------- President 
National Acme Co,, 
CleTeland, Ohio 

Howard V, Dunbar --- ------------- Vioe President 
The Norton Co, , 
Voroester , Kaeaaohuaetta 

Ralph E. Flanders --------------- President 
Jones and Laaaon Xaohine Co , , 
Springfield, Vermont 

James Gleason ------------------- President 
Gleason Vorlta, 
Rochester, New Yorlt 

Charles J. Stilwell ------------ President 
Varner & Swasey Co ,, 
CleTeland, Ohio 

Ired v. Geier ------------------ President 
Cincinnati Killing Kaoh1ne Co., 
Cincinnati, Ohio 

Noraan D. XaoLeod -------------- President 
AbraeiTe Kaoh1ne Tool Co,, 
Eaat Prortdenoe, Rhode Ialand 

Robert K. G&Jlord ---------- ---- President 
Ingereoll Killing Kaohine Co., 
Rockford, Illino1a 

Phil Huber --------------------- Pree1dant 
Exoello Corporation, 
Detroit, K1nhigan 

E. A. Huller ------------------- President 
ling Kanhine Tool Co., 
Cinoinnati , Ohio 

G, A, Rentschler --------------- Pre1ident 
General Kaohiner:r Co., 
Raailton, Ohio 
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Joaepb L. fraokar ------------------­
laarnay • freoker Corp., 
Milwaukee, Wiecone1n 

41 

Preeident 

v. E. Vbipp --------------------- ----
Konarob Machine fool Co., 

Preaident all4 
General Xanacer 

Sidney, Ohio 

J. E. Lovely ------------------------ Ex Ottic1o, Preeident 
National Xaoh1ne Tool Builder'• Aeeociation 
Vice President and Chief Engineer, 
Jonee and Laaaon Machine Co., 
Springfield, Vermont 

Tell Berna -------------------------- Secretary of the 
General Xanacer, Co..tttee 
The National Machine fool 

Builder 1 e Aaaoo1at1on, 
Cleveland, Ohio 

3. 'l'he uohine tool unufacturera agree that they will 

undertake to make dal1ver1ee of machine toola 1n t1ae 

to meet the requireaente of the Government '• progru. 

a. By expanding the praaent worlt1ng forces, 

b, By eub-lett1ng parts and, 1f neceaaary, 

co8plete aacbinea, t o var1oua factories 

not engaged in important Government work 

and ~o have facil1tiee and ab111ty to 

produce the quality of work required. 

4, A very important taotor 1n determining del1veriee of 

aaobine toole will be the allocation to foraign countriee. 

fbia, we anuae, will be controlled by the Kaobine fool 

Coordinating Committee, hereinafter referred to, 
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&, !be eubet1tut1on ot e1~11t1e4 .. oh1nee 1netea4 ot 

Ule pr .. ent etanclard tJPe ot aach1n .. will great17 

tao111tate del1Yer1ee, 

6 , In the eYent that a large nWiber ot uoh1ne toole 

are required 1-e41atel)', 1t will be neoeeear7 to 

oolllll&lldeer 11&11)' aach1ne tool• that are nov on order 

tor foreign oountr1ee. 

7, It 11 recommended that a llaoh1ne Tool Coordinating 

Coaaittee be eet up ae t ollove: 

a. Chairman -------------------- Xr. V.. 8, lnudeeo 

b, V1oe-Cha1raan --------------- to be eeleoted b)' 
Xr . Wm , 8. Inudeen 

o. Two repreeentat1Yee troa the Detenee Committee 

42 

ot the lfacblne Tool Induetr)'l lfr, Ralph E. J'landere 
Xr. Bovard V, Dunbar 

d , 

e. 

Two repres entat1vee trom the NaY)' --
Captain D. Ala)' 
Lt. Commande~ E,R, Henning 

Two representative• troa th. J.:totq -
Colonel B. I, Rutherford, 
A:ra)' "' BaY)' Xunl t1one Board 

)(aJor 8, &. Be1ael, 
Ordnance Department 

t . Other repreeentat1vee to be added troa t1ae to 

t1ae, it 1t 1e tound neoeeearr. 

8, J. llet ot naaee 1e •1111•-'ed who are qual.1t1ed tor no .. 

Oha1raan and no doubt there are 11811)' othare 'llb1oh oollld 

be euggeeted, L1et attached hereto, 
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9. The Ch&irman and Vice-Chairman should be neutral• 

representing other intereate than those represented 

directly on the Machine Tool Coordinating Committee. 

10. It is ~ecommended that the Maoh1ne .Tool Coordinating 

Committee should be organi~ed at once and that it 

abould be empowered with the duties ot determining 

the speoitio requirements ot the Arm7, Navy, civilian 

and foreign customers, ilatabl1sbing priori ties tor 

the guidance ot the machine tool industry in tilling 

these requtrementa and in considering the creation 

ot additional capacity, it and when it is tound 

necessary. 

11, Since no authority exists tor the entorcement ot 

priorities at the present time, 1t is vital that co­

operative action ot all part1ea v111 be necessarr 

it priorities are to be attentive. The establishment 

ot a Machine Tool Coordinating Committee as outlined, 

to pertorm the tunotione mentioned, is believed to 

otter the best solution to the maoh1ne tool problem. 

12. Further meetinge v1ll be held ~n the near tuture at 

Vhioh time the Armr and Navy will be prepared to eub­

ait details oovering varioua lists ot sizes, kinde 

and t7Pes ot ~~aohinee that will be required. Th11 

intor-tion 11 eeaent1al before any program can be 

datera1ned regarding del1veriea . 

Regraded Uclassified



1~. the Maoblne tool InduetrT plane to put 1nto etteot 

at 'onoe a pol1o7 ot aooept1na both tore1p 111d 

doaeetlo ordezoe tor aaohine toole eubJeot to pzolorltlee 

that IUf be .. t up b7 the United 8tat11 GoYIZ'naent, 

!hie le t or the puzopoee ot keeplDC ouzo 1n4u~trJ 111 

poe1t1on to aeet aoat efteoUYelJ the requlr•ente ot 

the Un1te4 Statu Go•erDAent When thou requlreaente 

are 4etlne4. 

H. We will later eubalt reooaen4at1one on Vha1: oan be 

done to aeelet the 1n4uetrJ bf laprortnc th•t lUclr 

aupplJ. 

41 
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8UOOJ:8!IOII8 J'<lR VIOl: CILURlWI 

IIAOHI!Il: fOOL COORDINATING COIIICI!TEI: 

Louis Ruthenberg, ?ree1dent 
~1e SerYel Corporation 
l!vanertlle, Ind\ana 

Clarence Stoll, Pree1dent 
Veetern Eleotr1o co. , 
!ltv York, N. Y. 

s. o. !Ieacock, Pruident 
! be Oaterp1lla1' Oorp., 
Peor1a, Illinol.a . 

Harold Vance, V1oo President 
8tu4ebalttr Corp . , 
South Bend, Indiana 

James !Cnovleon, Chairman of the Board 
Stewart Warner Corp. , 
Chicago, Illinois 

Bovard Ooonley, President 
Val worth Co. , 
New York, N.Y. 

Sidney McAll1eter, Vice President 
International l!arTester Corp., 
Oh1oago, Ill1noia 

Charles A. OheJDey, Chief Engineer 
Buick Motor DiYiaion 
General Motors Corp., 
runt, M1ob1gan 
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Secretary of St ate, 

'iaeh1ngton. 

1014, June 3, ? p . m. 

4G 

Par1e 

SECRET AND PERSONAL FOR SECRETARY MORGENTBAU AND 

THE PRESIDDT. 

Sub-aacb1ne guna (Thoapeon) were aaked for urgently 

1n ay telegru Mo. 916 of M&J 28. Hourly the need becoaee 

more preea1ng. They are needed here within ten d&JI at 

the latest and I want to know 1t 0,000 could not be taken 

troa the Navy etooka, or 1~000 at least, and eent to Par1e 

in the epeed1eet way poaa1ble. The urgency ot t b1a 1a real. 

BULLITT 

~ 
:i 

• :.;; - .., .. ,.. ,.. 
~ 
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AeWAJ. 

Cor:p&n.Y 

Wri.,.t .Aeronautical Corporetion 

Pratt & WhHne)' .AJ. rcr at t 

.Ulieon ~1r.eerl !l4; Cocp&n.Y 

row 

January 1939 
~00 percent 

J eJll18l'7 1940 
~00 percent 

Jnnunr~ 1239 
l llu:lber of : l!oraopover : 

ent,."inoo ropreGen ted: 

228 208, 000 

182 157.000 

__2 2·1~ 

415 370.750 -

1~ 

J MU!!IJ: 19110 
1:\J.mber of: HorJSepower 

enulnee roprenented 

381 332,000 

379 390,000 

...!Q. 10,2QQ 

710 732.900 -

18&,1 

1~ 

Office of the Secretary of the Treaoury , DiTtalon of Research and Statlatlca 

Source: Roporto Recolvod fro111 I ndividual Oocpnniea. 

:tau .... ted 
Jan\W'l' 121i1 

ll'w:lber ot: l!orsepover 
analnea repreeented 

853 1,199,000 

744 828,000 

~ 2!1.222 
2,o47 2,544.500 
--
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Airplane ED«in•• .Dolinrod in Mq l9llo end llaUMhd .Dol1Tariaa in JamJ.OZ7 19~1 

.Actual 

!l!,rl~ lliililiW ot : rMpOVer 
eyiua I repreMnted 

432 455.1105 

1112 Jll6.6oo 

Alliaon lllcinewlnc Co~ ~ 1~,ooo 

!n Slz ,oo~ 

1~ 1~ 

Oiiioe ot ~ LCre\arT of t.be S.......,., Dinaion ot lleae ... ch &114 h au auca 

lovce: llepor\a 3eoe1ftd troa llld1Tidllal ~apulea. 

SaU•\ed 
, !1!!1!17 1E1 

hibei' of : rMpOw• 
•llfi•• I 

S53 

7~ 

~ 
2,o47 

23~ 

r!J!'!-\ed 

1,199,000 

11211,000 

5lMOO 

2, 5flll, 500 

311$ 

.,... j, i§iiO. 

4 
00 
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C:UIDL CXIIHI!ICI!I'l'S OJ' .AJ.LUD OOtiUNDlS JOlt DPA!ISIOIJ OJ' PL\ft C:U.t.Cin OIJLY 

~··· 

.t.lrp1aDa ,._., • 1,565,000 

otnoa of \be lacro\u7 of \be !rn•l'7• 
Dhlaloa of 8toaaroh u4 1\aUoUoa, 

~ftlaat \ o & -\1117 11...aettoa at 
13,0 eacta•• (a~\ 1200 boraopaoor) 

-.u ftln\ \o a -t.llll' ]II'IMIMtloa at 
70 alrp~ t ... o (15 ~\; 25 '-" 
~ !Vnlh; JO I 'IN) 
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OOD'IDD!UL 

rrom: llr. YOWl!: 

l!o: Pr1DC1pu roqWioh u.do to tu Soorot1117 of 
t~ '.l'roatUI'7 'b:r tho .bg1o-FroDCh Purchaoi~>& 
lloar4 oiDCI April 18, li40, 

I!ato ot r!C!!!Ut 

April 18, 1940 

April 2'15, lHO 

Apr 1l 30, 19"0 

lo1oooo ct tochnl~:u 1Dlo,.... 
t i oD 'b:r 4uPont tor 'bu1141DC 
OaDI41u mun1 t1ono plant 

Purchaoo of -nl• ox14ot10D 

Di!])OoitiOD 

l!ot!!oo4 • /18 
Grante4 15/22 

MChinor:r o""' 4 'b;r J.rrq l!ot!!oe4 

l!o1oaoo of Unl to4 Statoo pri~:o 
tor ~:ertoin a111ttll7 plano• Co111Prollioo4 

AU.i Uon of 5 &llo;ro to t~ 
otrotoeic 11ot of r~ .. toriolo l!ot!!oe4 

Uoo of claw: eo 11&1 Unc ro-
o:r;port ot tin aJid. rubber PeD41D& 

Purchaoo of .urpluo tuncot on 
troa Chino 'b;r On1 to4 Stotu Grante4 

l!tqQOot tor roloaoo of 2,600,000 
po!!D4o ot ..,ke1eoo pow4or copo-
oit:r eo,..roa1oo4 

rroo4o• of 1nopoot1oa 1a otoo1 
pluto for :Prollch Co,...oa1oo4 

GO 
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Dato o! reguut 

April 30, 1940 

lla.r 8, 1940 

I!I\Y 11, 1940 

lla.r 15, 1940 

11&7 21, 1940 

- 2 -

Regueot 

500 t o 600 Pratt & Whitney 
OQIIlDoo UD<Ier order tor t.ho 
U<rq to be releaoed tor J'ro"ch 
:Bloch lloabero 

Rele,.oe of I!)Oe11'1co.tlono tor 
aodlua olse t&Dko without ordor 
for large mu:~ber 

Roleaoe of Colt c«paelty by 
A:rrq to lllt\lce 11Aeh1ne guDo !or 
.uu .. 
Rele&te of commercial trua­
por t paneo, co-relal planeo 
o" order end prhately owod 
p4neo 

Roloau of 5 lllbon end 6 
Pratt & Wh1 tney en..""Lneo UD<Ier 
order !or the Ar~ 

So our lug pr1or1 t1eo tor 270 
purou1t ploneo 61>4 :!80 boabero 
nov on order tor tJD1t·•4 St&\ea 

Dl!poo1 t1on 

D.,led 

Denied 

eo..,roabod 

GrODted 

oorrlcoo Dented 

S.cur1DC prior i Ueo on 35 t r uo­
oort planet on orclar tor .U.. 
Llnoo PeDdlng 

Roleaoo of 144 eliTe bomboro 
nov bold 1D otook by Ar117 1\Dd 
l11\T7 Denied 

Roloo.oo of any ~ otocko or 
ordnonco oupplleo, 1nelu41DC 
ut1- &1rera!t 8lld anU-taDk CUJlS, 
11£bt -.eh1D.e guno, auto ... uc 
rltloo, aDtomo.t1e p lotolo, field 
guno, mortar• to;s:ot.hor with 
.....UUon PODdlDC 

Rtle .. o of opare ordn&aeo •~•lip­
.. ,.t, 1nclud11111 s1ocolla~>oouo 
tbella , ~· barr•l•, eearch 
11ghto, ocUD<I locatoro, tull: 
parto , brau rodo, oparo otul PoDdlDC 
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De.to of regueat Rog'<!!ot Dhpoo1t1on 

•~ar 21, 1940 Relea .. ot uch1u sun power 
cAADOil p0vd.er, !liT , aDd nitro-
cellulo .. PeD41~ 

lloloa•• ot -.zndactwl~ copa-
c1t7 tor almoinua, ~·ol-, 
4uralu.in. lov •oltac• s •Deratora 
11114 blnocularo Pe~ 

liar 29 . 1940 Rolon•• of certain Ba.y Dootro7-
oro tor the ?rench Donlod 

Rolea .. ot ,.. ll&ll7 ll)leed boato 
UDder li&YJ contract ao po .. lblo Granted 

Relea10 of rl!le power capacl t7 
UD4er contract United Statu 
oerTlc .. b7 c!Dl'ont 8DII lle.rcul .. PeDe!~ 

Socurl~ of prlorlt7 or releaa-
1~ or capac1t7 !or .Aaerlcu 
t:rpe ucllUII alee taDlr:-o, Y&rlou 
uU-alrcraft guno &Del Y&rloua 
antl-tank guno aa well &a Allled 
t:rpe he&YJ tanka, eU-alrcraft 
«UJla, alrcre.ft bo•ba, 11114 aaall 
ar•a ..,.,.,U tlon PeD41~ 

Rel ... • of .an..,. a-ount ot 
!1lf pooolblo b7 Qerleu MDU-
!acturero UD4er J..ntT 11114 lla.y 
contr&eta PoDell~ 

llele,..• o! 125 tone .. nthlT 
ot nitro-cellulooe Ullder con-
troct !or Ar~ b7 Berculeo PoDell~ 

lleleaoo or oparo povclor ..... u-
tacturl~ equlpJDOnt hold b7 
Ar~ !or new llllod powder 
plet at M.I!Phla PeD41~ 

Roleaoe of 500 ~d !'ralnero 
!or C&DMa tro• llorth -lcaa 
Ullder cont ract !or t1n1 ted Statoo Pe~ 

ApproYal tor purche•• of 2000 
Jacob o~iuo !or CAAaU Denied 
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TREASU RY DEPARTMENT 

WASHING'IOH 

.,.,. ... "7"!!!2 

o~ll£" 
ftaoe an 10 MJ'lMU ot oopper - o.rrirtJIC 1a ~. 

non .. , ellippel _,. ~ • .a-oo ... eo,er C' 1 ., ot Jlutillp, •· T., 

-sa-a w ~. ~ 7n41• o 1 ., , !ufe, tw M1--' '117 

•be 8/8 llrllll! w n.41'N•-· luoia. 

ft1• •ll1:p 1• •ellMul•• •• o.rrift •• .,.... u4 "cia l..U.C 

\-JOII ('fll .. a,) Oftii1Jii. 

55 

Regraded Uclassified



. -

1- '• lHO, 

. , ......... 
C!A&l£' a .. aniO _,...._ et..,... .,_ url.U. U,_.., 

n.n .. , Mi,.e ar - .._ ..... c.,. c a ,. or -Up, 1 . J . , 

-Ia•' ~ \llo a\ ... hUU. C e ,. , .,.,.., r. at,._. 'r 
\lui 1/1 Jrlllf ~ 'f'la41--· ... , .. 

ftu N1' ta ·~·' ~ U'ftft at.,.,.. u& MelalMtiac 

tauJ .. ('1'1&..&,.) nul ... 
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TREASURY DEPARTMENT 

WASHINGTON 

'I'M Ihlia M~p IlL~, •'*ellll<t4 •o Ail trca 

• .., Torlt ca z ... 13'11 tor !OI'Uio, Ua17, will ll.ft7 S,,.r,2 &1-.a 
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COII'J'IDD'l'UL 
Juno 3, 1940 

!'ol !ho S.crotarr 

Mr. To~ 

I tlllll:e4 vlth Kr, Panio on tho tolophono :rr14q ~t 
at 7al0 P.M. j ust prior to hlo coanroaUon vlth ,ou. I 
aall:od Mr, Panio what ba4 happened duriDC hi& coDforonco 
with Oo,..rlll Marohall with respect to tho oecur1DC of aurpluo 
ver otocko for tho uoo of the Allieo. 

Mr, Purrio wao not onUluoiaoUo about the reception he 
hail. rocoind. Be otatocl that ho hail. talloocl with General Marohall, 

vlUl OoDeral Rarrh, Chief of OrclDanco, - vlth oDe other perooa 
but that tho tochnical uporto which ho hail. with hl.a wore DOt 
allovocl to particip ate in theoo conYoroationo. Ooa.ral Marohall, 

eYidentlr, ba4 an abbrniatecl liot of ourpluo """ .. teriel which 
ho tlllll:e4 OTer vlth Mr. Punio, but which he woulcl DOt allow 
Mr. Purrio to aoe. 

Mr. Purria ototocl f\JrUler that wlwl he tallcecl vltb 
Ce~~eral Berria tho latter heel a nrr IIIIlCh ., .. , co~~ploto li at 
of Mhriel, but that h.e wao not allove4 to oee thh liot either 
or SiYen a chance to hoTo h1o technical ezperto so oTor it in 
order to ••• the material which woulcl bo of the createot uoe or 
of the 1000t iaoodiate uoe to the Alliu. 

In ad41Uon, Mr. Panio wao cliaeppointecl bocmuo of tho 
fact that vhilo there oo ... d to bo oo .. cuno &Tailohlo thoro 
veo little or no .....,..iUon. I aid>t acld, boveTor, that 
llr. Punio vu nrr t;rl>tetul to Oenoral M&rehall and Oe~~erlll 
l!nrrio, General MN"ohall ba4 told Mr. PurTio ho hail. a nuaber 
of ocbo.,.o tor tho tranofor of theoe ouppUeo and that tho boot 
of t buo ..... d to doal vlth loao1QS tho •torhl to an illde­
pendnt broker. coupled vlth ooaa N'1'&~~~~-"t worobr tho Uw7 
would aocwe aew Mtoriol in tho tuturo. 

I ouegeotod to Mr. Panio that ho doocrihe to rou wat 
hail. OcC1ll'red ii1UIIIlch ao h1o report did not ooo• to be in line 
vUh wh&t I ba4 ulldorotood would bo do,... 

~· 
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RE MACHINE TOOLS June '' 19~0 10:'0 a.m. 

Present : 

H.M.Jr: 

Alm.Y: 

H. M. Jr: 

Inudaen: 

H.!(.Jr: 

Mr. Rendereon 
Col. Rutheri'ord 
Capta1n .U1117 
Co~der Renn.i .ng 
MaJor l!loderhol.lll 
Mr. Warhue 
Mr. Bema 
Mr. Burt 
Mr. Dunbar 
Mr. XaoLeod 
Mr. LoTil)' 
Mr. Wh1pp 
Mr. Inud .. n 

Vbat haYe JOU tellowe done in a week? 

Well, ve haYe been oonterring with the 111aob1ne 
tool induet~ and 1n cooperation with thea haYI 
drawn up a auggeated organJ.&ation and procedure 
which hae been reduced to vr1t1ng. 

That 1a thia thing whioh JOU aent ua? 

No, thoee are 1111ne. 

Yee. I van ted to gl. Tl JOU tho a e. 

Ruthertord: The induetr7 111embere han that, Mr. Seoreta~, 
and v111 probabl7 bring it in at eleYen. I 
underetand the)' are oo1111ng in at eleven. 

H. M.Jr: Yell, 111&7 I juat aake thia euggeet1on, and 
Mr. lnudeen Ill&)' want t o aak eome queet1one. 
In Tiew c1 the taot that I aa aek1ng Hr. lnudeen 
it he v111 relieve 1111 ot th1e, I don ' t want 
hie hande tied until he hae had a ohanoe to 
look at that auggeetion, beoauae that maT go 
rurther than be wante, eo n JOU tellowe could 
Juet put the brake• on until he had a ohanoe 
to read that 111emorandU111 which he haen 1 t, be 
111a7 like it and he 111&7 not, but - I think be 
ougbt to haYe a ohanoe to --

Rutbertord: Yea, eir. 
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H.K.Jr: To sleep on it onrnigbt and not have thaee 
tellowa come in and eay, •Well , this ie the 
way we want to do it, • and Mr. ltnudsen may, 
atter he has had twenty-tour hours, have other 
ideas. 

Ruthertord: I t is only suggestive, anyway, air. 

Knudsen: What are these requi.rementa? Are these the 
requirements ot the Army and the Navy7 

Ruthertord: They are available, but they are not in this 
report that the comaittee ia bringing in. 

Knudsen: The report that rou are submitting is --

Ruthertord: Ie simply a suggested method ot operation b7 
which we can get the --

l nudaen: No actual requirements? 

Ruthertord: No, air, t hey are not in there at al l . 

Knudsen: In other words, you are suggesting procedure. 

Rutherford: Yea, sir. The set-up ot a oommittee and some 
detail , a little bit ot detail on procedure, but 
•err little. In other worda, the worlt1ng 
organization that 11111 solYe the problem rather 
than attempted solution ot the problem at all . 

lnudaen : I see. 

Ala r: The idea vas just t o present s omething tor your 
consideration, somethi ng to build on, something 
that oould be changed. 

Knudsen: Who are the members ot thie machine tool 
industr7 commi t tee? 

Almy: Sir?-

Knudsen: Who are the members or the committee or the 
induatcy? 

Henning: Here ie the list ct the names. 

Rutherford: Two trom the machine t ool industry, two trom 
Arwy, two trom NaYJ, and t hen a neutral 
chairman. 

" c ... 
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Knudsen: I eee. 

!\uthertord: Alld a vice chairman. 

lnudeen: All right. Nov, you eay tool program tor 
.A.rm)' and NaYY. Doe a that take in all 
contractors? 

Ruthertord: As tar ae ve oan visualize, e1r. 

Knudsen: You have eat1mated th1s --

Ruthertord: We take tirat the d1reot purchases by the 
Army and NavY. We know quit e detini tely 
what there will be. There will be many 
purchAses by o1Yilia.n tirme working tor 
Army and NaYy and those requirements ve 
ha.Ye not yet completely tabulated. 

lnudeen: You wil l have t hem? 

Rutherf ord: Yea , air. Alld aa the other programs develop, 
an airplane program, ordnance program and all 
that, there will be very considerable machine 
tool requirements t hat this committee will 
endeavor to compi le, but we have not yet got 
it available. 

Knudsen: Nov, when is th1s tirst.meet ing t o take place 
with your comaittee? 

H. I!.Jr: In ten mi .nutea. : 

Knudsen: In ten minutes? 

H.M.Jr: Yes. 

Ruthertord: They are waiting to meet anytime, sir. 

Knudsen: I eee. What you have , as I understand it 
now, you have made an estimate of the requi re­
mente you know ot up to date, and these re­
quirements amount to eome two hundred m1111on 
dollars. 

Rutherford: Ye• air. 

H. M.Jr: And the industry at the moment has got a t op 
capacity o f 385. 
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Yea, air. 

So you are taking quite a bit out or the 
private induatrr? 

Yea, air. There will be many proble~a as to 
foreign shipments, as to priorities, and 
domeetic demands, and queetiona or that 
nat ure that we visualize th1a committee 
would have to handle. 

And should the machine - doea the machine 
tool i ndustry know what t heir contractual 
obligations are out ot the 385' Have they 
bound themselves to deliver a certAin amount 
or that tor the coming year? 

Yea, air, they --

It you were goi ng to get thia --

They will be able t o gi ve you more or detail 
than I am, but that 1a generally the correot 
answer . 

Now, t hese toola you were talking about, t hey 
are mostly heavy tools, are they? 

Sooe ot them are heavy gun boring lathes, 
general machine tools or all types. 

Do you go right down to amall toola 1 

Yea, air, we will get into small t ools when 
we get f inished, but 88 tar 8S our arsenal 
requirements are concerned, we know quite 
definitely the small tools, aa well aa the 
large ones. Now, what the private plants 
will need, we still have to do conaidera~le 
studying t o get that worked out. 

So the maaa or it 1a lathes, planers, and 
boring mille , ia that rightf 

Probably stAndard equipoent, yea, air. 

Ie there any apeci8l machinery? 
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Rutherford: Yea, air, there will be some single purpose 
maohiner;r. 

Knudeen: Vall, we oall ai.ngle purpose machinery, of 
course, special but multiple operation machinery 
ia the voret thing t o deal with in tool ebopa. 
You put three, t our, five operati ons on one 
machine -- it can' t be used t or that piece. 
It 1a bad. 

Rutherford: Ita have quite a bit or special., a1ngle purpo ee 
machinery or special purpose machinery that 
will do only the one Job. 

Xnudaen: I see. 

Rutherford: Maki.ng tueea , cell forgings, eto. 

H.M.Jr: Leon, do r ou want to aslt some quest ions? 

Henderson: No, I wanted to get in earlJ. I don't know 
bow tar the Munitions Board baa canvaseed or 
not, but over a period or the laat two :rears 
they have been colleoting quite a bit of 
information ae t o foreign oontrole over 
certain or the very essential. allo:ra, terro­
al.lo:ra and t hings 11lte that and aomevbere 
al.ong the line - I oan tal.lt t o Mr. Xnudaen 
about t hla - I tb1nlt that we Y&Jit to have a 
very tranlt tal.lt aa t o tboae aouroea or 
supply. I ran into one , Mr. Knudsen , Just 
on 8aturda7, t hat I will ebov JOU aa t o 'IIbera 
ther forced JOU on the Buiolt t o talte a 
different kind or product on aooount or 
price and that price 1s controlled in Germanr , 
the whole eet- up. There are a number or 
those that I think might be strategic. 

H.M.Jr: Well, Leon, ot these particular allore, I 
have been working on them eo you gentlemen 
oan have what I have. Koet ot th1a All1ee -
alloya atutt we have bean vorlt1ng with the 
Alliea on, and I have been ban4ling that t or 
the Prea1dent and that 1a n1oltel, tungsten, 
molybdenum and then all or the IDOre l esser 
onea. Nov, it JOU are intereated 1n that , 
I think that we have got the beat 1ntormat1on 
1n Vaehington on that material, aleo what the 
All1ea are will ing t o do and vnat not. We 
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have just made a deal with them on tin, and 
this tin out or China - it you want that, 
Harry Wh1 te has got all ot it; but I think 
we have got the most up to date information, 
at least as to what has been going on in 
connection with the Allies, and i n connect ion 
wit h the blockade, eo it you want that, Harry 
is the fellow who has done it particularly 
tor me. The International Nickel t his time 
has stopped shipping t o both Japan and Russia. 
In the World War twenty years ago they didn't, 
and that arrangement was mnde 1n this o!t1oe 
here, and t here are a lot or t hose things that 
we have done 1n connection with the Foreign 
Purchasing Comoission, eo it you are interested 
in that - we haven't advertised it, but --

Henderson: In connection with watching t he materials that 
are going to be needed t or both machine tools 
and production, I am going back to the source 
ot supply and the control ot it, that is, what 
companies, and t hings like that, control it. 
I am trying to anticipate that . 

Rutherford: We have a great deal ot informat ion 1n our 

Henderson: 

H.li..Jr: 

Henderson: 

H.M.Jr: 

Henderson: 

Army and Navy !(unit1ons Board as to strategic 
materials. \fe have been studying that tor many 
years; end while we don't know the specirio 
companies that may control it, we know the 
governments or countries that enter this cartel , 
ao we have a great deal o r inrormation on that. 

I have checked along on eome or that, but as I 
aay, ve ran i nto some things in recent months 
that even astounded me, ao I am going to look 
to see whether there are any bottle necks 
there. 

Well, Harry can give you everything we have got. 

Yes, and I will consult with their ueople also. 

What you are interested in is the source ot 
supply. 

That is right. In other words, I regard the 
mandate to look aft er prices as t o assist 1n 
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the .upply ot the thing. We haYe got to 
know - back ot each ot tbe se aachine tool• 
there ia a raw material requirement that I 
want to anticipate it I oan. It won't do 
an1 good to be fixing a price arbitrarily it 
the supply isn't there. We are interested 
in the supply. I will check along on that . 

Mr. Secretary, there i s one aspect I think 
Mr. Knudsen should understand. It the 
National Detenee Act were 1nYoked, we could 
eetablieh priorities and take what we wanted, 
but the President doe en 1t want t o do that, 
and we will haYe no authorit7 in l aw to 
eetablieh priorities , but our contact with 
industry, particularly a machine tool industry , 
l eads us t o belieYe that i t we haYe an 
authorit)', pronouncement ot the priority 
law, that we will get 100~ cooperation and 
there will be no question ot it. 

You t ook the words out ot my mouth. 

And the companies will be rel1eYed ot their 
present contractual obllgationa. In other 
words, not only the machine tool builders 
but industry as a whole will tit their 
demands to whatever thie committee determines 
muet be the priority t or national purposes, 
eo it ia al.l on a good will tooting i nstead 
ot a matter ot law now, and this organization 
we are setting up etarte ott on that baelo 
oon81der ation. 

In your dealinge with the machine t ool manu­
racturere, you are dealing with machine tool 
builders? 

Yea. 

Do you deal on the baaie ot a etraight price 
tor the article' 

Abeolutely. 

In other words , you take the whole reaponelbllity 
t or thatt There h one good thing we don't haYe 
to worry about. KaYe any ot them aeked tor 
expansions or capital t or itt 

so 
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For expansion? 

Yea. 

No, but they visualize that they will, I 
believe. 

That is all I have. 

Well, it the people are here we will have 
them come in. Is that all you had, Leon? 

That is all. 

(l~r. Berna, Mr. Burt, Mr. Dunbar, Mr. Lovely, 
Mr. MacLeod, Mr. Whipp entered the conference ) 

Gentlemen, Mr. Knudsen and Mr. Henderson are 
here as members of the President's comoittee 
ot seven, and nov that these gentlemen are 
here and have these new reeponeibilitiee, I 
have asked IU'. Knudsen it he von' t take this 
very important task ott my shoulders, and he 
has agreed that he will, not that I don' t 
love you fellows, but it is Just too much 
tor any one person to do and also raise the 
money t hat we have got to pay you with. I 
have got t o raise the money to pay your billa, 
and that is a Job in itself, eo possibly you 
could start talking and I would Uke to hear 
where you a re today and then maybe Mr. Knudsen 
would l i ke t o adjourn over t o the offices that 
he baa at hi e disposal. But you have a report 
and 1t you wou l d make that , than pos si bly 1t 
you would care t o adjourn over to where 
Kr. Knudsen ' s parlor ia - -

I would like to say, Mr. Secretary, that we 
understood from the reports ve had received 
that Mr. Xnudeen waa taking this over, eo we 
more or l e se addressed this report to him. 
lfe understood that wae the program th1e morning. 

Fine . 

So I want ed to explain that first, and second, 
I would like to take this opportunit y t o express 
our appr ec1ati on,ot myself and this group, tor 
your tine cooperation. It baa been ver y helpful 
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and I want you to knov ve &l.l appreciate it. 

Nov, we have a report here and it you don ' t 
object, I would like to have the aecretary 
ot our group read th18 it he vante do to 1t 
at thi8 time. 

I would like to hear it. 

And I v1ll g1 ve you a oopy. There 1e an 
origi.n&l. oop.r tor .rou and one t or Mr . Knudsen. 

fine . 

Kr. Tell Berna i8 our secretary. Ve bring 
h1Jl &long to do t he work t or ua . 

He i8 v ery good. Do J OU vant to read this 
out loud? 

It JOU would like me to. 

Tell, come up here. 

He has a nice votoe. 

1 My dear Mr. Secretary: 

The informal committee representing the 
Kach1ne Tool Committee , the AriAJ and the 
NaVJ vhl.ch met 1n JOUr o ttioe on MondaJ, 
l<aJ 27th, hae held turther meetings and 
eubll1 t the t ollov1ng: 

l. Tbe ~~aoh1ne t ool ~~anutaoturers rlll 
ooooerate rlth the Government to tbe 
tuliest extent and promise lao:' 
aupport 1n auppl.ring machine t oole 
as may be required t o carry out the 
llational Detenee Program. 

2. A Detenae Committee ot the Machine Tool 
Indu~try ot 15 l eading executives. 
representing ia~portant manufacturing 
plants 1n the induetry and located over 
a broad area geographio&llJ hae been 
appointed as tollov a: 
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Defense Coamittee or the National 
Machine Tool Builders' IssoofiiTon. 

Clayton R. Burt ------------- ----- Chairman 
President: Pratt & Whitney Division, 

Niles Bement Pont Co . , 
Hartford, Conneotiout 

Henry Buker ---------------------- Vioe President 
Brown & Sharpe Mfg. Co. , 
Providence, Rhode Iel&nd. 

F. H. Chapin ------------------ --- President 
National Acme Co. , 
Cleveland, Ohio. 

Howard V. DunbAr ----------------- Vioe President 
The Norton Co., 
Worcester, Massachusetts. 

Ralph E. Flanders ---------------- President 
Jones and Lamson lolaohine Co. , 
Springfield, Vermont. 

Jnmes Gleason --- ----------------- President 
Gleason Works, 
Rochester, New York. 

Charles J. Stilwell --------------President 
Warner & Swasey Co., 
Cleveland, Ohio. 

Fred V. Geier -------------------- President 
Cincinnati Milling Machine Co., 
Cincinnati, Ohio. 

Horman D. MacLeod - ------------ --- President 
Abrasive Machine Tool Co., 
East Providence, Rhode Ialsnd. 

Robert M. Gnylo~----------------- President 
Ingersoll Milling Machine Co . , 
Rockford, I llinois. 

Phil Huber ---- ---- - - ------------- President 
Excello Corporation, 
Detroit , Michigan. 

E. A. Muller -------------- ------- President 
ling Machine Tool Co. , 
Cincinnati, Ohio. 
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G. A. Rentschler - ----------------
General Machinery Co., 
Hamilton, Ohio, 

Joseph L. Tracker ---------------­
Kearney & Trecker Corp., 
Milwaukee, Vieconsin. 

W. E. Vh1pp ----------------------
l-!onarch Machine Tool Co. , 
Sidney, Ohio. 

President 

President 

Preaident and 
General Manager 

J. E. Lovely--------------------- Ex Ottioio, President 
National Machine Tool Builder' a Association · · 
Vice President and Ch1et Engineer, 
Jones and La111aon Machine Co., 
Springfield, Vermont. 

Tell Berna ----------------------- Secretary ot the 
General Manager, Com.ittee 
The Net ionsl Machine Tool 

Builder's Association, 
Cleveland, Ohio. 

3. The machine tool manuracturers agree that they will 
undertake to make deliveries ot machine tools in time 
to meet t he requirements ot the Government's program. 

a. By expanding the present working f orces. 
b . By sub-letting parts and, it necessary, 

complete mschines, to various factories 
not engaged in important Government work 
and who have facilities and ability to 
produce the quality ot work required. 

4. A very important rector in determining deliveries or 
machine tools will be the allocation to foreign countries. 
This, we assume, will be controlled by the Machine Tool 
Coordinating Committee, hereinafter reterred to. 

5· The substitution ot aimnlit1ed machines instead ot the 
present standard type or machines will greatly tsoil1tate 
deliveries. 

6. In the event that a l~trge number ot machine tools are 
required imnediately, it will be necessary to coomandeer 
many machine t oole that are now on order tor tore1gn 
countries. 
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It is recommended that a Machine Tool Coordinating 
Committee be eet up as follows: 

a. Chairman ------------------Mr. wm. s. Inudeen 

b. Vice-Ohairman -------------to be seleoted by 
Kr. Vm. s. Knudsen 

c. Two representatives trom the Detenee Committee 

71 

ot the !-lachine Tool Industry: Mr. RaJ. ph E. J'l.andere 
Mr. Howard W. Dunbar 

d.· Two representatives trom the Navy --
Captain D. Alaly 
Lt . Comcander E.R. Henning 

e. Two repreeentatives trom t he Army --
Colonel H.E.Ruthertord 
Army & Navy Munition• Board 

Major s. E. Reimel, 
Ordnance Department 

t . Other representatives t o be added trom time to 
time, it it is round necessary. 

8. A l1et ot nAmes is suggested who are qualified tor Vice­
Chairman and no doubt there are ma.n.y others which could 
bs suggested. List attached hereto. 

9. The Cha1.rman and Vice-Chairman should be neutrals 
representing other i nterests than t hoee represented 
directly on the Machine Tool Coordinati ng Coamittee. 

10. It 1e recommended that the Machine Tool Coordinating 
Committee should be organif.ed a t onoe and that it 
should be empowered with the ~ties ot determining 
the speoitlo requirements ot the A.rmy, Navy, civilian 
and foreign customers, eetabliehing priorities tor 
the guidance ot the machine tool industry in tilling 
these requiremente and in coneider1ng the oreation 
ot additional capacity, it and when it is round 
necessary. 

11. Since no authority exists tor the enforcement ot 
pri orities at the present time, it is vital that co­
operatiYe aotion ot all parties will be neoeeeary 
it prioritiee are to be ettect1ve. The establ1ehment 
ot a Machine Tool Coordinating Committee ae outlined, 
to pertorm the tunotions mentioned, ie believed t o 
otter the beet eolution to the machine tool problem. 

• 
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Purther meetings will be held i n the near tuture at 
Which time the A~ and Navy will be prepared to sub­
mit details covering various lists ot aizes, kinde 
and t ypes ot maolllnes that will be required. This 
i ntormation 1a essential betore any progress oan be 
determined regarding del iveries . 

The Machine Tool Industry pl.ans to put into ettect 
at once a policy ot accepting both foreign and 
domest ic orders t or mach.ine tools subject to priorities 
that may be set up by the United States Government. 
Th1s is tor the purpose ot keepi ng our industry 1n 
position to meet most etteotively the requirements ot 
t he United States Government when those requiremants 
are detined. 

\4. We will later submit r ecoamendat1ona on what can be 
done t o aasiat the industry by i mproVing the labor 
supply. 

Respeott ully aubmitted, 

Chairman, Detenee Committee 

1t. 

Bureau ot Shore Establishments, U.S.N. 

Director, Procurement Planning, 
Al'IIIY .II Navy Muni tiona Board. 

SUOOESTIOIIS FOR VICE CHAIRIWi 

MACHINE TOOL COORDINATING COMMITTEE 

Louis Ruthenberg , President 
The Servel Corporation 
Evansville, Indiana. 

Clarence Stoll, President 
Western Electric Co., 
New York, N. Y. 

B. C. Heacock, Preoident 
The Caterpi llar Corp., 
Peori a, Illinois. 

Harold Vance, Vice President 
Studebaker Corp. , 
South Bend, Indiana. 

Janes l nowlson, Chairman ot the Board 
Stewart Warner Corp., 
Chicago, I llinois. 

Howard Coonley, President 
Walworth Co. 
New York, N. Y. 

Sidney McAllister, Vioe President 
International Harvester Corp., 
Ohioago, Illinois. 

Obarlee A. Cheyney, Ch1et Engineer 
Buick Motor Division 
General Motora Corp., 
rlint, Michigan. • 
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What is your pleasure, Mr. lnudsen? 

'inJ, I think the tiret t h ing tha t I wou l d ask 
you, when you go over to eee President Roosevelt, 
let'e see 1t we can arrive at some idea ot how 
much we are going to allot t o toreign orders. 
It we oould arrive at a percent age, that would 
s1mplity the problem very much. 

The second thing I wou l d like t o do, I would 
like t o have a day t o go into this, becauae -
Jus t read it over and decide on l{r. Vice Chairman. 
As aeon as t hat ia handl ed, we oould then have 
another ~eeting and eee where do we go trom 
here. 

!I. !!.Jr : But trom now on it is your bnby. 

Knudsen: All right, eir. Thi s 1a a rather short 
session because I got here this morning and 
I didn't know a thing about t h is meeting, but 
I can asaure you I wil l go over and plough 
through it and 1t I oan know which gentlemnn 
I can get in touch with to arrange a meeting, 
with you picking your own men, we will get 
the meeting. To begin with, I have a place 
where we cnn go t o meet; that 1s aomethlng . 
So with your per~1ee1on, we will adJourn th1e 
session unti l I get a chance t o oall whatever 
gentleman you designate. 

11 . !~. J r: Do· you want t o ask anyth ing, Mr. Bender eon? 

Henderson : No, I will gear in with Kr. lnudsen. 

K. M.Jr : Koet likely 1t i e t he ehorteet eesai on on 
record you tellowe ever had. 

Burt : We think it is very eat1etactory, and ve are 
ready to come back a t your call at any time. 

Knudsen: Who do I contact? 

Ruthertord: Shall I get in touch with your ottice and 
leave -- make with your secretary any necessary 
arrangements, and then I will undertake to get 
the crowd together. 

Knudsen : I would like t o do t he start i ng . 

•• 
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H.K.Jr: I ban worked with Tell Berna. 

Burt : Mr. Tell Berna, our eecretar:r, in CleYeland, 
ia the man :rcu bad better contact. 

Rutherford: I am speaking for the Arm:r onlJ. 

Knudsen: You are Colonel Rutherford' 

Rutherford: Yee, air. 

lnudaen: You will pardon me for being a little --

Rutherford: Tbat 1a cpite all right. 

lnudaen: So I contact with :rou f or info rmation regarding 
th1e, and I oontact with Mr. Berna in regard to 
another meeting, ie that oorreoU 

Burt: That is correct, dr. 

Rutherford : Captain Almy of the Nav:r 

Alm:r: I will get m:r contact from Colonel Rutherford, 
that 1e all right. 

Knudsen: 

Ber na: 

l DUdaeD! 

H. li.Jr : 

Captain Al.aly. And :rou are in Cleveland, 
Mr. Berna? 

Yee, eir, Mr. Xnudaen. 

Tbanlt :rou very much. 

Tbanlte ver:r much tor c oming. 

14 
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June 3, 1940. 

'!'() : Sccret,.cy l'orfenth&u 

!'!lOL' : ! 'i'. SUllivan 

Hea~s from 10:00 to 1:15. Returned at 2:)0 to await 
the pleasure of tho Ways snd !'cans Comrlttee, which 'l'!&s meeting 
in EXecutive Session. At the concl usion of what app4rentl;r ?188 

a fairlo' storr~Y session and in which !.!cConr.ack 's resolution to 
hove no hearinp was dofcaW>d by a narrow margin, it ""-' <ie-
cided that the pub:UC would have until ltOO on Tueaday for hearings 
an:l at that time t.he Coc::d.ttee ., .. ,. to go into Executive Session 
rl t.h 'l'reuur.f experts . 

1\llilc this """tina ns going on I met Senator l!arrison in 
the corridor . The senator advised ce that he thou&ht the ScnaW> 
was snx:ious to inorea::e the amount of revenue to bo raised very 
et:b:ltar.tisll:r. I told him !.hat in his testiJooey this l'lOrDing the 
Secrotaxy had stucl< stri ctl:f to tho understanding arrived at with 
Senator l'.arrison, Co"l:ressmon lhughton snd Cooper. Senator Hnrr1son 
said that t.e did not care b01• high it "'ent . A.t'te1· the meet1r.g of 
tho Voays and ~ans Coi!Dl.tteo, Congressman l'cCon:~ack told rne that 
he thoucht this bill should be substantially increased and that 
the Sccret,.cy should convey to the President Uo.at <bngress was 
re~· to vote substantial wes and might ll!el that the presently 
proposed taxes 11ere inadeqU&te. 

Later, 1 sew Conereoacen Doughten and Cooper, and in a 
d1ocues1on of the gener al s i t uation, they ststed that they thoUfht 
thia was as far as Concreso could go at tl-.e present tiz:le nnd that 
it 'r.Ould be necessary to have a general revision of the tex law if 
a t!Uch larger amount YIU to be raised . I J.ftlpresned upon them thst 
I uo ~akillf no sugaution as to raising it, but ~~~s merely con­
\'eyin• to t hel:: the information r iven -e by Senator Harrison snd 

Conrressman 1'cConllllcY . 

I t!:en leame<i that Co~ressr.ar Treadway had i nsisted upon 
~is receivin& early Saturdti;T C>Oming a printed copy ot the testi­
corv at the hearing today . It was explained that we would like to 
han an op:portuni ty to correct this unreviaed printed copy. l'l'. 
:'arloau, l.'r . !!lougb and r atreed that in view of posdble steno­
graphic errors, it nd.ght be most unfortunate for copies to be 
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printed untU we had had an opportunity to correct it. Acco~ly, 
we Ndo arrangements to get the stenographer 1s transcript at 7:00 
P·"'· with the understanding that we would have 1 t at the Govemment 
Printing Ottice not later than midnight. 

Tho stenographer was late 1n typing the transcript, but 
we reco1T8d the first section at about 8 o.)O. lleaora . Bell, Gaston, 
Y,bite, Tarlaau and I corrected all the llll.atalcea appearing 1n t be 
teatiJI:cey or tbe Secretary. the Under-Secretary and Ja. 1fh1te -
• eosra . Bell, Gaston and lrnite doing moet of t be work. This was 
cczpleted at about ll:l5 and Tarlaau took t be rertaed cow to the 
Gove1"111:1ent Printing Office. 

Regraded Uclassified



June 3, 194<> 
S:JO p.m. 
(At Secretary's Home) 

RE EXCESS PROFITS TAX 

Proesnt: 

H. M.Jr: 

Tarleau: 

H.!J. .Jr: 

Mr. Sul.l1vsn 
Mr. Blough 
Mr. Tarleau 

I am going to do this thing as best I knov hov, 
and lli8J'be it v1ll ma.lr.e sanae to you tellovs , 
beoauee the President gave me this over the 
phone at five o'clock t oday. In the first 
place, be said be didn't vsnt the Republicans 
to get away v1th an axoeas profits tax. He 
wanted to beat them to it. He said he worked 
out the most marvelous scheme. It vas an 
excess-profits tax but not on undistributed 
profits. Nov, I v1ll Just read this that I 
have got, and you tallows most likely knov 
vhat 1t i s all about . 

Put it on all exoese earnings on any corporation 
earning over 4% on i ts ovn deolared valuation -­
no, this is it . Any corporation carrying 4% on 
its ovn declared valuation -- earning 4% on its 
ovn declared valuation is exempt. 

Exempt the first 4%? 

Exempt the first 4%. Any corporation paying 
more than 4% during the last three years is 
exempt up to the amount it has paid 1n the 
P:St. For example, AT&T is exempt on its 
91" it has been paying. Those who have been 
paying over 4%, then you begin to put your tax 
on it. In other words, you begin to put your 
excess profits tax over and above the 4%. On 
the first 1%, 10% tax on thl\t 1%. On the next 
1%, an additional 20; on the third¥:, 30%; 
on the fourth, 4o; on the fifth, 50 ; and on 
the sixth 1%, 60; on the seventh l , 70 ; on 
the eight h 1%, go; on the ninth l , 90; on 
the tenth 1%, 99. The9 he gave an example. 
A company making a 100~ net, which happens 
to be 4.%, i s exempt f rom any add1 ti onal taxe a. 
Then he went on to explain hov the thing 
worked out. I couldn't mslr.e 1t out, but it a 

Regraded Uclassified



'rarl eau: 
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'rarleau: 

B. M.Jr: 

Tarleau: 

H. M. Jr: 

'rar leau: 

Sullivan: 

Blough: 

'rarleau: 

H.M.Jr: 

Blough: 

H.M,Jr : 

Tarleau: 

Blough: 
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co~, for 1netanoe, earned a 1~ net, 
whioh happened to be the 4" that would be 
exe111pt, and then )'OU would begin to put on 
1t 1f 1t earned an)' JBOre on tile f1ret lJC, 
wb1ch would be o<rer and abo<re that, 1t would 
par 10" and eo forth and eo on. He ea1d 1f 
)'Ou figured 1t o~t , 1t worke out l1ke this. 
If )'OU earned 10,., you would pa)' 99"· In 
other vords , the f1ret four 11 exempt and 
from one to ten you graduall)' pay up to 99· 
Does that make eenee to )'ou' 

I get some gl1a:mer1nge, but not Yer)' much. 
I don't knov what le b1e baa1e, do ;rou, Ro;r' 

I think 1t )'OU would eee Randolph Paul he 
vould explain 1t t o )'Ou 1f be v ae 1n tovn. 

I oan see Randolph. 

Bee Randolph Paul and eee 1t )'OU can find 
out. 

Is be 1n tovn today? 

Yee. 

I usually knov vbere he etaye. 

We had better try to find h1m and find out . 

It doe an 't make <rer)' muoh eenee. 

No, 1t doesn 't make <rer;r much eenee. I think 
I had better eee Randolph Paul, lf ;rou 

Sure, )'Ou can eay I ear 1 t emelle 11ke him. 

It doesn't, that i1 the funn)' tblng. It emelle 
more llke the Voorble Bill. 

Well, the President 1aid lt val antlrely h11 
ovn idea, wbloh may or ma;r not be eo. 

Well, I vould like to talk to Randolph. 

Voorble knove eo man)' tblnge about undeclared 
Yalue, for example. 

85 
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Tnrleau : 

H. H.Jr: 

Sullivan: 

!i . l!.Jr: 

Tarl eau: 

Sul l1vnn: 

Blough: 

SulUvnn: 

H. J.!.Jr: 

Blough: 

R.M.Jr: 

Blough: 

H. H. J r: 

'l'arleau: 

Sull ivan: 

.. 

. -
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What happens t o new oomnaniea? 

Don 1t ask me. 

Don't ask the Secretary. He doesn 't know. 

But the point is, you have got to explain t h1s 
thing tomorrow morn1ng to Pat Harrison. I 
told Dowl1ng to put rubber covers on all my 
sellte . 

Have t hem put a couple in my room, too, will 
you, Mr. Secretary? Look, has t he President 
any defin i te amount in mind that he wants to 
raise? 

No, he Just read thl a. He l aughed, he Joked, 
he thought 1t vas terribly funny and marvelous, 
U you worked out to 1~% where they pay 99% 
excess profits. 

It sounds like an 1nveeted capital scheme, 
doesn 't it? 

That is right. 

Heavier than we have aver imposed before. 

Or dreamed of imposing. 

'l'h1e is the way we start every year, only 
this ie sta rting late. 

Yea, thls i s usually a May atom, and thls 
is a June storm. 

No , it usually comes in March. 

Yes, air, that ie right. 

In ' 36 it was in March. 

lfe ueunlly wni t for t he 15th of Maroh to see 
vhat the returns are, then you start about 
the 20th or 25th of Maroh. 

\(ell --

I think the general opini on around town, air, 
is that thle tax bill doesn't raise enough money • 
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Well, the o ther tl11nga - - I will tell )'OU, the 
President is will ing to add another billion 
borrowing power and r aieo it --

An e(J11Yalent amount . 

Equivalent amount 1n taxee. 

Well, he is willing. Does he want us to? 

Well, I asked 111m. I said I wanted to bri.ng 
in these gentlemen tomorrow becauee I felt 
that tl11e would be put up to me and I can ' t 
stand up there and ea)', 1 1fel.l, gentlemen, I 
promised; I can 1 t do an)'thing. 1 The)' would 
ea)', 1After all, JOU prom1eed before. Send 
up another bill. 1 Doe a an7bo4T ltnow whether 
1t ie a bi llion or a bill ion and a half? lie 
will have t o find out. I said, •How about if 
the7 want to increase it by another bill, 
making 1t fou.r and increaee t he taxes pro­
portionately.• He said, 1 That ie all right.• 

Ot course, this bill is going to out across 
the rest of your tax eyetem. 

I t you start this, ve will be here until 
el ection day, but thh 1e what we haYe got 
to tell them tomorrow, t hat the President 
vante eome f orm of taxea on - what do JOU 
call it , excess profite? 

Yea. 

And I said, 1 Ie tl11e a suggeationf1 He ea1d, 
1 No, J OU Juet tell Pat I will giYe 111m the first 
crack at it.• He said, •we wil l mate hill the 
moat famous Senator since llaeh1ngton ,• but he 
said, if he didn't do it, he, the President, 
will announce it 111meelf. 

I hope he doesn't announce 1t in that form. 

37 

He has sot a press oonterenoe tomorrow afternoon. 

Well, do you want ue to work out an excess protita 
taxf 

Yea. 
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That will raise t he additional money to noat 
another billion or billion and a hal! . 

I would personally separate the two, if' I were 
doing it . The purpose or the excess profits 
tax is to prevent millionaires !rom growing 
up , and if' millionaires don't grow up, there 
won 't be any tax, nnd if' mill ionaires start 
growing up, then there will be a tax. It seems 
to me it ought to be viewed upon as a sort or 
preventive and not to be relied on to produce 
a certain specif ied amou.nt or revenue. 

Well, the poi nt is, he made this statement and 
he didn't do anything a bout it. Now he 18 
suddenly getting the idea. But I think if' they 
are goi.ng to go i n !or thnt sort o r thing, then 
they m1ght just as well haYe a general tax bill . 

That i s one or t he worst things in a general 
tax bill. 

I drafted t his bill tor Hr. Sullivan. 

(The Secretary left the room). 

You are playing with t he life's bl ood or the 
nat ion. You can't do thnt. 

We have been t hinking about it ~or six months 
ott and on, and we don't see daylight on a 
good cany things, eYen now. 

\fell now, these r ntes thAt the Secretary read 
don ' t make sense. They are just silly. 

Becnuse you can't measure income eo closely 
as to justify a thing like that. 

You can 't measure a t hing so closely as to 
justify cutting a man 's throat . 

Take the simple problem or inventory values 
or depreoiation or a doeen othAr things in 
the law that are a matter of Judgment on t he 
part of the administrative officer s. 

That is one thing, and the other t hing is 
j ust the happenst ance of the yearly system 
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of acoounting t or income tax purposes. Just 
b7 happenstance you happen t o get it in one 
rear because you are in a orcli cal eort ot 
business. I can give r ou plentr ot those 
examples . Li sten, do r ou think we ought to 
trr to phone Randolph Paul? 

Yea, we will phone h1111 l 11ter on. 

It aeema to me it would be very much better -­

He is a pretty smart guy. 

I don't think this ia h1s. 

He talked t o Randolph Paul tor a great part or 
a day, and he suggested - or at least he vrote 
a memorandum to the Prea1dent on the subject o t 
the excess profits tax and poi nted out a lot 

C3 

of fallacies in some ot the Presi dent's proposals. 

But he had a proposal or a draft which by and 
large was the moat sensible one we had seen. 

Yes, t hAt ie true, and it was quite si111ilar to 
the general pattern of the war tax, as I recal l . 

The one thing t hat they have t o bear in mind, 
John, ie you are not going to have a bright 
thought 1n the 1111ddle of the ni ght t hat is 
going to give you a sound excess profits tax. 
It doesn't vork that vay. 

Th1a thing hae been t hought about and thought 
about and thought about, and it 1e in all 
countries, t he eAl!le p reble=. The Finance 
Xiniater in Australia vrote t hat it looked 
11ie the7 might have t o be up against an 
excess profits tax. He said i t vae terrible 
to have to face it, but ther had t o , or 
vorda to that effect . I wonder if it would 
be feasible simply t o indicate - the Seoretarr 
to· indicate to Senator Harrison to annex this 
profits tax, vithout trying to apeoi ty these 
details. 

I have an idea on this thing thAt I think may 
be feasible. I will vait until he co=es dovn 
and than give i t to the Secretary and then rou 
see what your reaction ie. 
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You aee, it aeeme to me that the general field 
ot exoeea profits taxes ie ot two kinde, ae I 
told Roy. One is to eee to it that a pereon 
vbo prot1te out ot the war paye ua a heavier 
tax on those things attributable to war than 
the average citizen would pay on the same amount 
ot income. That ia one type vhioh ie a war 
profits tax. I don't think we will make much 
out of that, beoauee I don't think we will have 
man7 war m1111onairea. 

This third tax in the eohedule I had a week 
ago would aocomplieh the same results. 

Nov, the seoond kind of exceae profits tax 
is that we feel that a person or corporation 
that earns 1n addition - an abnormal 1111ount 
compared to other persona on hie invested 
capital, 1a better able to bear a heaVier tax 
than other persona, not beoauae he ia indecent 
but because of the tact he hae a large profit 
on a small investment he can bear a heaVier 
tax, that is, taxes baaed on an invested 
capital. They ought to make up their llind 
which ot the two they are looking tor, and 
it they are l ooking tor the f irst type, the7 
ought - that is no revenue meaeure at all. It 
they lock at the eecond type, the7 ought to 
be eure that with our high rates at the present 
time it would increase echedulee without bJ 
and large gett1.ng eutt1c1entl7 the same results. 

And furthermore, 4~, ot oourse, t or concerns 
not - I mean on an aotual accounting baa1s , ie 
not what one would call a baeie ot excessive 
profits. I understood about this reterance 
to a declared value - I don't know ot an1 way 
to set up a declared value which will conetitute 
a meaeure of exceeeive profits. 

What happens t o a new companJ' 

That 1e always one ot the problema. 

We Just have to ea.)" - have to take a spec1t1ed 
percentage or it 1 inveated oapital. That 1e 
ueuall7 easier than the old oompan1es, becauae 
JOU can at least determine the capital of t he 
new companiee, 11h1ch ie more than 70u can do 

SJ 
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t or the old ones. 

ThAt is the biggest headache, I think, that 
o.n:r human being enn have. 

And t o go into this light heart edl;r --

That would be disastrous. \1e had one debacle, 
an undistributed profits tax. 

I think it is quite clear tha t i t we get a lot 
ot profi ts we Will have to have an excess nrotits 
tax, but it isn't something that could pass 
between nov and Y~ndftY morning . 

It they start on that, John, the door is wide 
open. We are going t o be here t or months. There 
are more people outside who are prophets and 
evidently t he ideas cnme t o them on the midnight. 

Ot course, they are not handicapped b;r a knowledge 
ot what happens when the tax bill i e wri tten t hat 
way. 

And they have no responsibilities in that con­
nection. 

That 1e right. 

lilly couldn 't they pae a this bill t hat t hey are 
now talking about with any changes they wish to 
make in it or increases, and then paea a 
resolution calling on the ocmm1tteea or Congress 

Now you have got my idea. That is Just whet I 
am goi ng t o suggest. 

It would be a happy solution. 

We will kiss the summer goodbye, but t hen we 
will have some decent taxes. 

Yea. 

Yea. We mi ght steal a couple or weeks at that, 
beoauee the Congress won ' t be here continually. 
But we would have to - th~t 1e r ight, we would 
have t o give ' up any thoughts or an:r l ightening 
ot the load. It would be a big heav:r fall from 

Regraded Uclassified



Sull1van: 

Blough : 

Sullivan : 

Blough: 

Sullivan: 

Blough: 

H. li.Jr: 

Sullivan: 

- 9 -

nov until the first or January. 

No, I think you could ooms baolt here on a 
special session late in November or December 
and pass this bill. 

Senator LaFollette and a number or others 

9_ 

were - vho are in the Senate Fin~~ce Committee -
incidentally, a memo will come in to you in the 
morning - vere calling the other day !or reoess 
t o resume on the !irst or September, mostly 
Republicans, I might say, who may have bed an 
ulterior motive in mind. 

I sent to you tonight a letter !rom LaFollette 
asking !or estimates on about ~ di!!erent 
thlnge, vhicb information he v1sbee to baYe 
tor the pending bill. 

You should never baYe started giving LaFollette 
eetlmates. 

I don't disagree with him, Roy. 

I don' t either. I am thinking nov purely or 
the bad discipline it l s !or t hese committees. 
You see, we have held the line pretty well to 
give information only to the chairmen or the 
committees. There have been tvo exceptions. 
One is LaFollette in the Senate and t he other 
ie Boehne in the Rouse, and both rose under 
rather special occaaion1. It is going to be 
bard t o bold our linea on the others. 

No, by and large, I am quite s,mpa t hetic with 
LaFollette. 

(The Secretary re-entered the conference) 

I am going to excuse myselr. I am all ln. 
The room is yours. 

We vould like to make Juet one auggestion, i! 
ve might, and that i s that you submit to the 
President the passage or this bill in ita 
present rorm or raise an additional billion 
in tho debt 11mi t and tvo hundred million 
more ln taxes with an interim eeeolon or the 
committees to vork out tble bill. 
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Well --

Which cannot be worked out nov it ve expect 
Congress to get out this summer . 

I will tell you vhnt we will do. Let's pop 
this a t these fellows tomorrow. I have got to. 
The President told me to , you see, and we will 
see what happens. 

You sound as though you were looking rorvard to 
it. 

I am. 

Can 1t be popped in genersl r s t her than being 
epeo1tic? 

No, I will tell you I am eiok and tired or the 
President g iving orders and the people giVing 
him the run around, md he 1s entitled t o having 
hi s wish carried out, and t his 1e t he wish, and 
God dllllll it, I am going to give it to Pat Just 
t he way I got i t and old Doughten too, and ve 
will have to shout it tour times , and I am going 
to give it. I am e1ok and tired or seeing all 
t hese people give the President the run sround, 
so I am Just going t o give it. I'm not going 
to tell Pat the President said it would make him 
the most r amous Senator there ever vas and so 
rorth and so on and i f he didn' t do i~ the President 
would. I am going to skip that. 

You can tell Dought en t hat you vUl let h1l:l 
postpone ror 45 days the effective date or the 
June thing , and he will give you anything you 
want. 

Is that what he vante? You heard Doughten, you 
know, say that he woul d be good tor that one 
cent on checks, which ie good tor fifty million 
and you have got Denny Bel l ' s soft drink tax. 

That is right. 

Which i s good ror seven or eight. 

We can raise enough money on it. 
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Don ' t work tonight on th1a thing. 

lfe are going to try to t 1nd Randolph Paul. 

I would l i ke t o talk to him. 

That is all right. 

Why don't you try it right now? 

He ia usually at the Hay Adame House. 

Tell hlm it emelle like him. 

It doesn ' t. Everybody agrees 1t doesn ' t. 

This isn' t a meeting or t he Finance Comnlttee, 
this is Just Harrison and Daughton. 

This ia just the works, t hat 1a all. 

That won't be eo bad. 
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Ordnance llaterlel to be rol ... aed tor o~e or ex~ 

Cal • • )0 , Lewio machine gun, ground, Ml9l7 ~ 
Cal •• )0, uchine gun, Vickers , ground cype / 
~l. . )0, !larl1n tonk mac!ll.ne gun v 
CAl . • )0 , l.lar Un aircraft machine gun ,...­
Cal. , )0, Vickers aircraft machine RUD ,...­
cal •• )0, Lewis aircraft !!lAChine gun / 
Cal •• )0 , Browning llllchine gun 111917 
Cal. . )0, Bt'01I'Ilinll autonatic rifle 10.918 
cal . , )0, Rine 10.917 (Enfield) 
75 aa Field Guns (Brl tiah)v 
) • Stokoe Trench Yortaro 
Round• Cal •• )0 Ball a=it ion 
Cal. .45 re~olvere 
R<>unde 75 m H. E. Shell 
Lbo . TNT 
Lbe. S;nokoleea Powder (Bulk) for 155 """ Gun 
Lba. SJ10koleas Powder (Bulk) tor 155 ,.,. How. 

SECRET 

.. 

Condition (Eatiaatedl 

Uneerv. 

l~ 8~ 
4)~ 5~ 
6~ )):( 
94% 6% 
71Yf, 30% 
34% 66% 
Unaodi.fied 
ONIOdllied 
Serviceable 
Serviceah1e 
Serviceabl e 
Deteriorated 
Serviceable 
Deteriore ted 
Deteriorated 
Deterlora ted 
Deteriorated 
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This map ehowe revised data as 
revealed by tbe aonthl y blaet furnace 
eurvey of the M&ga~ine Steel. The 
total of 14 furnaoee blown in and 4 
blown out eince the laet report , ae 
shown in red on the ohart, includes 
some obanges made earlier than laet 
week but not previ ously reported. 

Blast furnaces must be blown 
out from time to time for re-lining 
a nd repairs even in perio~e of high 
eteel activit y. 
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Secret ar y of State, 

1"/ll ahir.gt on. 

10131 Jun E z , 6 p.m. 

FOR ~l E T:':EI-SlJRY • 

GRAY 

PARIS 

Dated June 31 1940 

Rco 'd 5 :50 p . m. 

rrcdcrio J~~Y again diaouased thc ~obl£O of 

foraitn accounts 1n francs i n his ar t icle in ye~trrday's 

LE TO'PS. F.t o~enccs by reviewi ng the points raised 

in his article of the preceding week (please sec 

E.11bnna:r• s t el cgrmn 907, !lay 27 1 6 p . m. ) namely (A) that 

the franc s in t hes e accounts r epresent the holdings in 

~nne = or t h r rrano or £di t H, on FrAD4 C own£d by non­

r<S Ldents ; (B) that t hE cxohang t oont rol rcgulat.i ons "-" 

ori~innlly conceived provided that such franc balances 

could be convert ed more or l ess fr eel y i nto foreign 

curr enci es at t he off icial cxchanae r ateo; (C) that 

the exchanGE cont r ol a~thoriti £0 have mode it increas­

ingly dift;. cult to c:l'tect suoh conversions with the 

consequenc e t uot f oreigners hove been forced to sell 

thESe f r ancs on t he "free" marl<et& l and, (D) that the 

supply or f rancs on these markets has bc&n suffici ently 

r;r rot to cause t he "fret" franc t o be quoted at a rotc 

20 ~ under the official rate, 

{ El'D OF S ECTION O!IE) 

BULLITT 

99 
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St'!ll tt~.r(.~ state, 
4 .s ~-. 

Wo.~lii.ngton. 
r -s I 
~ 

GRAY 

PARIS 

DatEd June 3, 1940 

REo 1d 3:44p.m. 

- l012ac~t 3 , 6 p . m. (SECTIOll '1'110) 
- ->-
v Ht t~tn sa~s "as French mtrohandiat imports art 

!.GO 

frequently paid f or with this category of francs their 

deoUnt intvltalll y invol v ES an i norto.se in thE pr1cts of 

thuc c or~·totUti ts in tErms of t h e national currency and 

thus reaotr. on th£ gEneral lEvEl of domEstic pricEs . 

Conscqttcntly it 1s most i mportant that the present syst£111 

b E modifiE~ s i nc e ont of the principal aims of thE control 

or e;:ol"~Png c is t h e ma1ntrnancc of t h E stability of sue!: 

prie ta . I n suooary t he ques t ion 1a nothing morE or less 

t han that of preventing the deprEo1at1on of the fret 

cxoban&E r atE of t h e franc from r cndcrl n.; t he net:.;?;G:>ry 

regulnt!. .mo particularl y inEffcc t i vE11 
• 

BULLI1'T 

1:1(: lll'L 

• 
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,_ 
Stcrct~of State, 

' Washington. 

GRAY 

Parh 

Dated June :;, 1940 

Rcc'd 7:56 P• m. 

10~ June 3 , 6 P• m. (SECTION THREE) 

• 

J Eimy stat .3 that •two radical aolut~ona art 

cone .:i vabl t and o.ctually possible. The 1' .rat would 

be tht supprEssion purt and simplt of foreign accounts 

101 

in FrancE. " The other solution uill talcc time, a "return 

to the system of foreign accounts such as ori ginally 

conceived. " Proponents of thE second proposal criticize 

the fLrst on the tollouing grounds: A suppression of 

foreign accounts in franca would result in (a) complete 

climi~ation of the franc as an international ~urrtncy 

and 1t would therefore become a purely domestic monetary 

unit ; (b) all or r'rancc'a rorcign trade would havE to be 

carriEd on in foreign currtnc1ts , a circumstance which 

wCOLld advErsEly affect thE economic prestige of Prance; 

and, (c) , while "fluctuations 1n the exchange ratt tor 

the tree franco created befor e the possible abolisllmcnt 

or the prEsEnt systEm would no longer exert any material 

Effect on external pricES , the cxiattnc£ of an erratic 

tranc 
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bam -2- Noo 1012, Junt ~. 6 Po m. (Srot1on ~) , rrom Parle 

rranCl apostd to thE action ot aptcul.at1vt taotore 

rh•o:~.<l vrould not bE favorablE to thE orEd1t ot Franct 

and 1n addition thESE actions would oti11 havE an insanE 

inf1uEneE othEr than psyoho1og1oal on thE quotations of 

1\ljoOl<s !.nd bonds EVEll on thE pr1ou ot Cltrta1n commod1t1ee. • 
... 
0 

REP ,., 
• 

.: -

BULLITT 

• 
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Secretary of Stet£ 

Wcohinc;ton. 

GRAY 

Paric 

Dettd June 3 1 1940 

Rco t d 5: 20 p .m. 

1012, JunES, 6 p .m. (SECTION FOUR) . 
..... 

·o ... J. v 

. ~cat£~ of ·;;:.e firot schcnt ere oppooed to the fret --com·craill>n of i"Ol"EiGJl fr;mc bclenccc because (o.) the linlt 

betYIEt:n thE ft"t".nc :me'. s tn•linG on forei:pt o:>rl:cts would 

h:-.ve tl1 be cut sincE t!le Britiah o.uthorities "do not appear . 
to ~e~isposcd to c arry out a policy in such mo.rkcts uhich 

TIOUld ro.ise the l evel of atcrlinG"; (b) l.!any of the 

fr::mcs on the free ;:tarltct ho.vc cho.nged ht·111ds and hence 

opcoulatot•e l"-'thcr tho.n their or1;;1no.l o1·mcrs would c'.cri vc 

benefit f t•om a rtsto1•ation of the r iGht to convert tilEm 

frttly at tht official ctc!t~E rateo; =.nd1 (c) "uc!t con-

VEI"!ll.Ons would rEsult in c. eon"'idEl':t~!z loss o_ ·~'!.d o.nd 

Jenny 
1 

::1 tllou,;;1 not co:nin := out C:1t·cc tl; in fo.vor of 

one or the othn• of the pl'Oposc~o , :i)Ol.nts out thet the 

l•'ranco-i!l·~tioh J.'inO..!lCio.l egr£E. ltnt doeo not :;>rovid< that 

the tv1o C\lr>•tncics nhould fluctut-.tc toGct:>cr on forcie;n 

( E;~ SECTION FOUn) 

!:U .... ul'J.T 

NPL 
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1rorctary of State, 

~ f;,f!nston. 

GRAY 

Par1a 

Dated June 3 , 1940 

Rto 1 d 7152 p. mo 

- .,~ 
l~, JunE 3, 6 P• m. (SECTION FIVE) .... 

104 

!: HI ft.1S that a compra!dat solution baa al.so bEEn 

;ausgc·.qj. It provides that fUture deposita in forEign 
... ,.!~ 

accounts in francs could bt converted into foreign exchange 

at thE official ratEs but that no such exchange would bt 

madt availablE tor thE tranos at present dtpoaittd in 

these accounts (Jenny Estimates their total at 3,ooo,ooo,ooo 

francs) . This 0 inttrmtdiatt SOlUtion• pOSSESSES certain 

disadvantagEs s1m116r to thoat mentioned in thE dis~uasion 

of tbt propos,.l to suppress all forEign nccounts i:. francs . 

Jenny claims, howtvtr , that thtat "disadvantat<t:S enuld bE 

luetntd in both cases by l:ltana of a procrcasivt r~a.baorp­

tion, officially encouragEd or ins t igated, of tht floating 

mass of tht transfErablE but non-oonvtrtiblt foreign franca 

which might EXist at the timE when tht prEsEnt system ia 

modit1tdo" 
BULLITT 

REP 
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secretary of Stat e, 

•lol 
:·laah1naton. ..... 

GRAY 

Parle 

Da ted Junt 3, 1940 

Rtc 1d 6 P • m. 

1~ Junr 3 , 6 P• m. (SECTION SIX) 

A decree p~bl1shtd 1n yesterday's JO~NAL OFFICIEL 

providES thnt thE owncrsh1p or ut111zat1c::l of pErsonal 

proper~ patents and operating licenses may be requisi­

tioned for the needs of the country provided that such 

r£qu1s1t1on1nc; docs not conflict w1th 1ntcrnatl.onal 

conventions now in force . 

105 

In order to relieve congestion in certain French 

ports ar1s1na from the occupation or partial destruct i on 

ot various ports in northern France, a decree appearing 

1n tod~y 'a JO~~AL OFPICIEL allocatee a credit of 

200, 000, 000 francs to thE l!1n1stry of Public 17ork.s to bE 

used in the con~truct1on or warchouaes necessary for the 

storage of arnmncnt shipments and suppli es. 

The market t ended downward today, rentes l osing f rom 

75 ctnt1mts to 1 franc . other French securities d eclined 

2 to 3 points . Suez lost 700 points. 

(EllD OF J.lESSAOE) 
BULLITT 

REP 
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ftle RCDONble 
ftl• s ...... tar,. of the Tr•llll7 
Y&lh1Datcm-.t D. c • 

.la a •ttor of iDt.r..t. to ,...., I 'llilb 
to actr1• tbat 1Dt...-tl.oo b.a• bee recfl.nd b7 
tbi• Baron tbat the ......Uutioo oalendarecl for ..n 
.,nth, tor tb.a 'llbole of llaioo, ie reported oertaiD 
to ocoar. 

'ftl1a int...-uon na reoai Ted ae the 
result ot an uDequiTooal .tat_., of taot Mde b7 
an m..-q oloae associate ot Frits Wild....,., 
O.rao CODWJ. O.O.ral. a t SaD Franoiaoo, cautornia, 
in upl41n1nc a cballp 1D M• plaD.t to rtait llllld.oo 
ahortq, 

I abal.l actr1" 70U ,_41at.aq ot 1117 
ad4it10D&l iDtazwaticn alCDC t.be .. 11De1 'llbioh COMe 
to WIT at tentiDD. 
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• 
liE FOREICHI OWNED SEOURITil:8 

J une 3 , 194o • 
3:30 p.m. 

Present: 

H. M.Jr: 

Bell : 

Mr. Bell 
Mr. Prank 
Mr. Poley 
Mr. Cochran 
Mr. Bernstein 
Mr. Purcell 
Mr. Goldsmith 
Mr. Louohheim 
Mr. re1e 

State the problem, Bell, eo I aa up to date. 

Well, you recall before Bolland and Belg1UII 
were 1nYaded that they cue around and vanted 
to !mow what we could do t o help them with 
their eeouritiee that were held in thoee 
oountriee, pertioularly the Dutch did, and 
there were aome euggeetione mede, you recall, 
tor v1thdrav1ng them and the State D•artment 
gave inatruotiona that ooneular agente oYer 
there ahould be ot vhateYer help they oould, 
parUoularly on the oert1tioation, and they 
didn't dee troy th• or othervlae dispose ot 
them, but they were lett oYer there and un­
doubtedly .. i£ed by Oeraany when the oountriee 
were inYaded. Jlow, the queet1on ie up ae to 
whether or not we can do anythi.ng to control 
the traneter or the iaportation ot thoee 
eeourit1ee back into thie country. '!'he Br1thh 
and the Dutch and the French haYe all &eked ue 
to take aome action on that matter. We had the 
queetion come up laet week, and we drew up a 
general order Juet betore the'Waahington• 
came in, which wae apprcYed by the Attorney 
General snd the Treaeury, the seour1t1ee and 
Exoh&nga and the Poet Ottioe Department, and 
the state Department eaid they would 11ke to 
haYI JBOre time to atud7 it. We had held up 
the -il on the •weehington1 tor one day and 
were ready to exaaine 1 t and aee whether or 
not any eeouritiea o .... in, but when we tound 
out that the state Departaent wanted to etu4y 
it a little turtber, we wanted to releaae that 
mail. 
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H. !{.Jr: 

Bell : 

H. H. Jr: 

i'oley : 

!l. l!. Jr: 

Foley: 

!!ell : 

F'!"ank: 

Bell: 

- 2 -

Gentlemen, I lied. I told the President you 
were holding it. 

Still? 

Yea. 

We hel d it for about 48 hours, and then we had 
to let it go. 

I told him we liere still holdint; i t. 

T~e Post Office couldn 't have been mo re co­
ooer ative. 

Now, I think the time has come when we bPve 
either got to take some ~ction on it or let 
it go by the board, because t hese ot her ahios 
are over there and on t heir way home probabiy 
with a lot or man, and it ia also getting 
time whereby t hese aeour1tiea can drift around 
to ot her countries and into t h is market. We 
have had some indications rrom New York , 
particularly t he stock dealers and bankers, 
t hat are deal ing with the Federal Reserve Bank. 
They are a little apprehensive about t he 
securities thnt ma~ come in under these 
conditions. 

J erooe, tel l them whA t the President suggested 
today. 

I spoke to him briefly about it and he said 
he certai nly saw no reaeon why the suggestion 
or going t o the Federal Reaerve in li ew York 
wasn't a very wise one. He also fel t that 
a!tldavits should be required or anybody 
seeking to transfer any eecurities aa t o their 
preaent ownership and the history of their 
ownership so that we would get a c omplete 
control . He wao heartily in favor or our 
doing everythi ng t o prevent t he Germans by 
any indirect means getting any dollar balances 
or usi ng securities to in j ure our markets , 
injure the value or our securities. 

I might mention thAt the arrangemen t we made 
las t week was t hp t the Po&t Ottiee would p1ck 

• 1 

·~ 
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H.M.Jr: 

Bell: 

H.H.Jr: 

Prank: 

H.M.Jr: 

Bell: 

H.M.Jr: 

Bell: 

Feb: 

Bell: 

Peta: 

Fole7: 

Pete : 

- ' -
out tbooo p1eo .. or -.11 1A wb.loh th01"0 wre l1ablo t o 'bo oeour1Ueo &114 dol1YOr tb8a to 
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tho Federal Roaena Bank 1A llow York, 8114 tben tho people 11o 'llboll the paokacoo or aau. wre &441'eooo4. would 00110 oYer to tho Podol'ol Rooone Bank 8114 op e ~. 8114 1t tho7 oonta1no4 oaour1111oo, the Pedol'ol ReoerYe Bank would . take tba oYer and gi.Ye tba a reoe1pt tor t hooe oeour1t1eo an4 bold tb• until ouob t1110 •• we detel'll1ne4 --

What 1e tho aatter with t batt 

IYe1'1bod7 t hought 1t wu a grand eobe• , but 1t bad to be dono under ooae order troa tb1o dtpart•nt. 

KaYe 70u got anr doubto on that, Jeromot 
lo. 

8uppoo1ng I J uat g1Ye the ordert 

Yell, I t h ink tho ltate Dopartaent h&o 00110 quootion. 

Yell, the Preo14ont aa14 nner aind t be ltato Doparta ent. 

The laot time we aot, Herbert, I bel1eYe rou wanted t o 41oouoo 1t lll. th the Preo,1dont . · Hao that eYer boon donet 

I don 't know. Berle will be here. He 1o 1n a aeet1Ag at tho Dopartaont or JuoUoe 8114 aolto4. ae t o oa)' that be 111~t be able t o got awa)' t or a rev a1nutu. t will tell rou 'llbat tho baolrground 11. Dan, did he eend )'OU a OOPJ ot that 11et or quoot1ono that we prepared on tho oubJeott I t hought perbapo ha did. 
I baYon 1 t .. on it. 

Yell, I will tell rou what -• 1A u. 
Borlo roa4 tba onr tho pbone to 110. 

At &n7 rate, I will toll 7ou 'llbat wao 1n tho baolrground or tho thought . 
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Feis: 

Frank: 

Fe1s: 

Bell : 

Fe1s: 

Bell: 
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- 4 -

Vb&t the President meant was, he didn't see 
that it was any concern ot the State Department's. 

Well, we are perfectly willing to - I think -
to withdraw from a decieion on the subject, but 
when the thing was put before us, we did have 
certain observations that might Just barely be 
worth taking into account. Some ot them, the 
chief of them, were on practical grounds, which 
was that this rested on a system ot postal 
inspection and with a system ot postal inspection, 
quite possibly it Just wouldn't do the Job, that 
you could smuggle securities and evidences ot 
seourit1ee across the frontier with the greatest 
ot ease, not only across the frontier but through 
your plane service, which 1sn 1 t inspected at 
all, and you would have to inspect not only 
mall but you would have to 1nepeot all luggage. 
That was, I think, the ohiet basis ot hesi­
tation. 

That is, that it wouldn't be a complete inspection? 

Well, that it would be -- to be any scheme at 
all, it would involve widespread postal and 
customs inspection and even widespread postal 
and customs inspections wouldn't do your Job 
tor you, 1s the beat Judgment of anyone that 
we talked with. Then there would be the 
question ot having this done by your ordinary 
customs or postal officials, and a great many 
of them wouldn't know the dlfrerence between 
a bearer security or an evidence of indebtedness 
and a great I38JlY other coamero1al docw:~ents, 
and 1t would be very hard t o know Just what he 
would hold up. 

Well, most ot 1t would be 1n the Federal Reserve 
Bank at New York. 

Well, before it got there. This would be the 
business or detection or anyone that was really 
trying to ge t around you, you see. 

Well, I think we reali~ed it wouldn 't be a 100% 
control, but neither is our narcotic control 
100%. 
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rete: 

H. M.Jr: 

Bell: 

Bernete1n: 

H.I!,Jr: 

Purcell: 

Frank: 

H.)!,Jr: 

Frank: 

H. M.Jr: 

Pole:r: 

Frank: 

H. H.Jr: 

Bell: 

- 5 -

I aa .Juat g1Y1ng :rou the thought - Juet 
euba1tting th1e tor oonaideration. 

How long, Dan, hee thie been under d1eouee1on, 
an:rwa:r' 

115 

It etarted about two we eke -so, I gueae, waen 1t 
it! 

The' particular order oue up --

It oue up practically when the 0 11aahi.ngton• 
wae coaing 1n the other 110rn1ng, t he 28th 
ot Ha7. 

llhet 1 e the name ot the Congre11man that 
eounded ott' 

Crawford ot )U.oh1gan. 

I don't know wb;r he picked on ue, beoauee we 
haTe no power on the premiaee at all, but he 
picked on the SEC beoauee we were letting 
German-owned aeour1t1ee get in here. 

lxouee me . 

Geraan captured eeourit1ee and undoubtedly 
that ooament will be repeated, and he indeed 
aaked tor an inYeetigat1on. lie would be 
oollplete.ly exculpated. I th1nk it would stand 
on the ehouldera ot the Treaeur;y. 

I think you ea1d eo publ1ol;y. 

That 11 right. You were ~uohd 1n the papera 
ae haYing eald :rou oouldn t pou1bl7 hen been 
to blue, 1t auet han been the Treaaury. 

I d1dn 1 t aa:r that. I ne•er aade an:r comment 
on 1t beoauee I wouldn't repl:r to Mr. Crawford 

He muat have reed :rour mind. llh;y don't ve do 
th1e, gentlemen? llhen the next boat ooaee 1n 

lie have got a nuaber or boate oom1ng 1n, but 
theee part1oull!l' .Alller1oan boate ooa1ng 1n at 
the end or the week --
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Foley: 

H. )!.Jr: 

Frank: 

Fe1a: 

Frank: 

- -------------~----~----~ 
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Let 's draw up what the Treasury thinks is 
the beat it could do. I will send a copy 
over to Mr. Hull and I will send a copy over 
to the President and send a copy over to you 
(Frank). 

And to Mr. Farley. 

And to l-!r. Farley, and tell them that unless 
we hear trom them that this is what we propose 
to do, and I think it hae been going on tor 
two veeke. You have go t the letters there, 
and they can be prep&red tonight, I think, i n 
the ease or each, with the exoeoti on or the 
President that I vill aak that I would like to 
hear not l ater t han by t he evening or t he 
f ourth, and that br1nga t he thing to a bead. 

Nov, you have got one plan that I think, 
Herbert, would plug up a lot of holes, would 
be the tracing of bearer bonds and getting a 
blaok list, vh1oh won't be very herd to get, 
whioh will be fairly complete and that will 
plug a lot or the holes. Even if t hey get 
here, in other vords, you vUl know that they 
were owned abroad and then you will put them 
under peculiar surveyance. They have to make 
affidavits and prove that it vas owned by them 
there. 

I think there are other approaohes, sure. 
I think to start by giv ing a v&rning or possible 
l egal acti on it these securities are encaahed 
or transferred by ot her than their ri.ghttul 
owners, and so on, I t hink a line or action 
can be develooed. There vas no tendency to 
oppose the development of a line or action. 
It vas just a question or whethe r by taking 
a second look at it ve mightn't be able to 
develop a line of action lese troublesome 
and ~ore erreotive. 

ll'e have been looking at it tor two weeks no>~. 
The President definitely t old me at lunch 
today he wants me to do i t . He says, •Now 
do it. • 

I think we are going to be aeriouely criticized 
it everything possible isn't done. 
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Foley: 

Bell: 

Poley: 

R. l!.Jr: 

Bell : 
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He said to do it. He eaid, 1It you have got 
the power to do it, do it.• 

117 

Well, we have hed t h1e ruling that we propose 
to invoke approved by the Attorney General and 
the Poet Ottioe Department has eet up a 
machinery that will provide tor the administration 
ot a ruling ineotar as their part ot it is con­
cerned, and M.r. Farley said 1t the policy 1s 
determined by you and Mr. Hull and the President, 
he will do everything t o carry i t out. They 
understand it and they have t alked t o the Federal 
in New York and they have t alked t o t he Postmaster 
up t here, and t .hey t hi nk t he:y can do i t. 

A great man:y or the large banks in New York knew 
whet wa.e in our a1nde, and moat or t hem have said 
t hat they would cooperate i n the mat ter. 

Well, that is the t hing tlvlt surprised the Post 
Ott1os Department. The Poet Ott1oe Department 
thought that holding up t or Just a taw hours 
mail addressed to the big banks in New York 
would subJect them to a great deal ot criticism. 
I told them that I didn't think that was so, 
because the banks hnd been cooperating with 
us very well insofar as thi s control is con­
cerned. They oalled me up the next day and 
said they had talked with the Federal Reserve 
Bank and the representa tives o f the foreign 
departments ot the big New York Bank a, and, 
t o t heir great surprise, they were willing to 
have all their mail go down the r e , oollll. ng 1n 
from abroad, and have it d i stributed by the 
Federal Reserve Bank. 

Wel l, gentlemen, please get eometh1ng read7 
that I can send over t onight or tomorrow 
morning to the President, get it cleared b:y 
all the Attorneys, show it t o Mr. Hackworth, 
make aura that t here ia no international law 
involved in the matter, and get him to initial 
it and so torth and so on. Let's go to town 
on this thing. I am under orders, and I am 
not going to tool around with it. 

I would like to see these questions the 
State Department has raised, sse whether or 
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Fole7: 

H. M.Jr: 

Foley: 

Bell : 

H. M.Jr: 

Bell: 

R. M.Jr: 

- g -

not the7 w1l.l 1.n an7 va7 1ntertere with the 
thing we haTe drawn here. We ha't'en 1 t eeen 
them, Herbert. He (Pole7) 1&71 he heard 
them oTer the telephone, but 70u didn't get a 
oop7 of them. 

No, Mr. Berle read them to me oTer the phone 
and he ea1d for thoee reaeone the7 were going 
t o d1aouaa the matter further over in the 

118 

State Department , take it up with the Secretary, 
and aeked ua to hold ott until the7 had had 
an opportunl.t7 to explore 1 t further, and then 
he o&lled me baolt and ea1d that the 8eoretar7 
thought that the matter oUSbt t o be taken up 
w1th the President , and under those o1row:t­
stanoes 1t would be the t1rat of th1e week 
at the earliest before a deoie1on oould be 
made, and I told h1a then that we oouldn1 t 
aak the Poet Ottioe to hold those aacks or 
mail that had ooae oTer on the 'Washington• 
unt11 th1e week, and we would have t o oall 
the Poet 0tt1oe and release the mail. He 
ea1d all right , it that had to be done. 

Well, I don't aee that there 11 muoh uae 1n 
dragging this meeting on and - wnen oan )'ou 
haTe that ready for me' 

It is read,- now. 

The order is ready now, but I th1nlt what 70u 
would want would be a me, orandum to the 
President, oop7 to Mr. Hull.. 

Yea, def1nitel7· 

Ve w1ll haTe 1t betore ,.au go hoae, I th1nlt, 
th1e eTen1ng or the t1rat th1.ng 1n the .-orn1ng. 

Thank ,.au all tor oom1ng. 
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(..._.o\1oaa wi\b reopeo\ \ o ooa•rol of bo&rer o..-ri\7 \raao­
acUoao, aa \al eplloiiM tiro\ Q' llr . IAror-Jeav.lie'o. h llr. 
Coclu'aa .. ~ la\er -UM a\ 5 p .a . La -....u... f ora '117 \be 

heacb '11 lirohibition to import bearer securities does not 

seem suffici ent . Frau.ds could be easily carried out . 

I~uld be des irable that the negotiations or bearer se-... 
c~ties for f oreign accounts be prohibited. Licensee 

'>e~~d be issued to permit these negotiations when proof 

co~ld have been made that the securities had not been 

"' .. ~ ~ ~er by an invader. These licenses would be automatically 

given tor bearer certificates accompanied by affidavits of 

the ?rench and British Governments . The liquidation of 

French and British-held American securities should not be 

hindered . 

Furthermore, in order to prevent Germany from 

selling through third persons , especially Switzerland , 

the securities seized in invaded territories , it should be 

made necessary for the intermediaries,entrusted with the 

negotiating of bearer certificates f or foreign accounts, 

to make knOI'ID the real identity of the party giving the 

order. / . 
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secretary of State, 

~~o.oiUngton. 

562 , Thi rd . 

PLAit! 

S 't'OC r.:HOLN 

Do.tcd June 3, 1940 

Rco ' d 6 :15 p.m. 

Alf~~n reports imocdio.tc coonamio outlook Norwo.y 

not di3cour::.gins.;. iio.tcri::.l d:>L1ogco os o result of 

w::.r or- cr otiona not large cxcc~t in o few omo.llcr tonne. 

Induotrio.l plants o.rc intact nnu do.nOGt to railways 

rtl~tivtly s~o.ll o Domcatic buointos becoming more 

norLICll .fol l orrinc thE resumpt ion or ooo.stwis e shi pping 

end tro.t.tio on ~100t r o.ilroo.CI.s o Although re~tionl.ng hC\s 

been int~odt~ced to sor.tc e:ttcnt as o. prcoo.utiono.ry 

~co.a•~ c on some foodstuffs there i a no do.ngcr of f ood 

short~-sc ot pres t nt . Accordin::; to o.n otticio.l German 

3tntcr.cnt just issued no roodatutfa will bt exported 

r r on l•orno.y to Oti"r'.:lny. Any ilorwc:;i cn surplus prob:>bly 

to b t used to reed large Ot~:>n occupntion forces . 

Crop prospects nrc cncouro.~in::; 11ith inorcestd acr t :>gt 

pl:lt'lttd <:~nd '•he condition of the crops promi sing. 

Conccnt··~.tcd cattle feedstuffs r.,ay rt~n ohor t this fall 

but rrood o tllulos c m17'td 11i th moloso co will b e us cd 

t o ouppl~cnt ev:>il :>blc otocks bcoo.uot of blookngc of 

forc1en trrdc cxc~t uith Ocrmon controlled orcas o.nd 

northErn European countri cs. linny export industri ts 

ore 

122 
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art idlE but operntl.oos arc no" being ruumed in thE 

metal cllc:ticnl ohlp'oui ldln{l rubber nnd othEr industriEs . 

The lJnportc.nt fish o:.nninz i nduatry ia expected to re­

sw.tc aoon and aomc rEsumpt i on of woodJ;ulp i nduatr :r 

planned. cover cx9orts to Ocrman:r. ~owcver unonploy­

mtnt ~l. tuo.tlon is sErious but oo:ne relief will be ob­

hin£() by putti ll6 idle to \lork on rehabilitation and 

re~onati~totlon proj ects . Rcoponc\blc Nornt3i an ship­

pi~ interc:t3 arE onxiouo to rEo~c tr:tde bctuecn 

oooupic.! ''ol".lt.;l.c.n o.rc:1s Md united State:; for strict-

ly toscnticl JOodo on linEs of Btl~inn reliEf nork in 

t,•e last 11nr. Tl·cr c l'..:~s bEEn little or no riot in 

prloco o ·.nee tllc occnpnt1on :10 I•csult of priCE control 

mcaaures and decli nE in conswl!ption . Aocorc11nc; to 

1iorue:;i"n and C·er:ann opinion there io no likelihood of 

1"£~otion but a dcflctionory trend may on the contrary 

ctt in ·Tith t:te control ot pricca lowering of intertst 

ratcc snlcry cuts end :1ttcndnnt reduction of consump­

tion. atlla~le ba~ng :ourC£3 estiQct£ that note 

clrc\·la~l.on has lncrc:>sEd by tro:n 150 to 200 million 

oro1mo ~a :-. reoult of !'1nnnc1n{l occu~ation rorcEo. 

~•lotct '.on of !.'ol'ei3n cxchc.nceo rtountd ui th doll:1r agai n 

quote~ nt 1 !JOint 40 cronno. stool< cxchc.ngc trano­

:.ot!on3 aloo l"to=td tc1!'EE dnys a ~t ee!< 1t1th prov1oion 

for tiO.Xir\Cl dcily declineo . Inttl."tCt rolli ns dut in . 

Stockholm 
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stool:holm on June 1 for bonds of Norncgian municipal 

bnn': locma 1e b£11\8 pai d against \)rEOtnt~.tion or aff1-

do.vit prov1ns tlult ovmErs art not rco1dcnt in orcas 

occupiEd by Germans . Extraord!.no.ry dtftno£ ourto.x on 

ino~•to 1Pposcd by Nor n cg1an govcrnncnt lulo been 

abol1o:1c<l by Ocrm::>no. Stat c buda ctary situation said 

to be nornnl folloni r.t; the cl1m1nntion of f ormer ap­

propri~t1ons for dcfen:t purpoaca. ExJ Ensta for fight­

i ng in 'IOrth lloi"'''ay s a id to bE !)Qid out or receipts 

fro.., l'or11tgian shi!.)S in fort1an traff'io . 

IUI•'Oill! COHIIERC E. 

STERLING 

IlK 

Regraded Uclassified



TO 

Mr • ! !Ur<>h:l" 
)(r. r:urne·r 
\4r. !ttL""• I DEPARTMENT 

INTERoOFFlCE COMMUNICATION 

OATil 

Seoretar~rgenthau 

Mr. Haas ' 
' 

OO!IFIDENTIAL 

June 3, 194o 

SUbJect: Setting tor the June Financing -- Supplement 

In our memorandum ot May 29 entitled, "Setting tor the 
June Financing" , we recommended that a note in the 3- to 
5-reu uturi ty range be ottered 1n exchange tor the !lA tur­
ing 3-3/1! percent bonds and tor the new cash, 1t a.ny, to be 
rahed a t tb.ie time. Th1a recoll!llendat1on et111 eeer:~s appro­
priate. 

Since Tueed&y, Kay 28, the latest date ooYered 1n the 
earlier memorandum, there baa been 11 ttle change 1n the prices 
ot United States Government securities, excep t tor a epeoial 
weakness in 3- to 5-year notes. Tb.ie may be eeen trom 
Chart I and trom the following table, ahowing the price 
ohingee ot Treasury securities, by maturity olaaaea, trom the 
close on Tuesday through the oloae on Saturday: 

No tee 
-r.:; 1eare 

3-5 years 

Bonde . 

AYerage price change 
(In tb.irty-eeoonde) 

• l 
- 4 

5=15 years to call 0 
15 years and over t o oall + 2 

Ae Will be seen trom the table, t he aYerage price ot 3-
to 5-year notee has declined 4/32 during the last three market 
dAys, Thle decline has been the greatest tor the longest notee 
-- the M4roh 15, 1945 maturit1 deolin1ng by 10/32, Thie we&k­
neee may be due in part to the market ' • anticipation ot an in­
oreaee in the supply in tb.1a eeotor ot the market . 
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&eoretarT lCorseDtball - 2 

loDe ot ~e ouhtan41q 1 .. u .. 1D ~~ utur1 ty ~ 
poe eellilll at pr1o .. n1table tor reopelliDIJ at par, a114 1D 
our prniolll apOraJt411a we llllgelh4 a D., }-1/4 7e&r 1 per-. 
oent DOte or a D., 4-1/2 year or 5-Year 1-1/8 pero111t DOte 
•• tu1t&b1e oboio... 'l'he probable preaiae OD ~ .. llouri­tiee, baae4 IIJ)OD ololiJII b141 on 8t.tllr4a7, woul4 be &I 
to110WII 

I Pro bible 1 Probable I 71e14 bal11 
I (hrolllt) preaiua 

}-1~ 7ear, 1 peroeat, 
.7~ 411e 9-15-~3 26/32 

4-1/2 rear, 1-1/S peroent, 
411• 2-1$-:44- ·95 2~/32 

5 7•art-1t(~ peroent, 
19/32 411e 1 1.00 

fheee notea are 1D41oate4 b7 re4 o1'011ee on Obart II, 
vbloh &leo ehowe ~e 71114.1 ot all outetan41n« !rtallllrJ Dot .. ••lllJII oD a poe1t1n 71al4 balle. Alq ODe of the propoee4 
11ew notel oolll4 proba'b17 etU1 be ottere4 llll00e11tu117, but 
the 5-71&1' utur1tJ 11 DOW a tritle thin. tJD1e11 ~ aarltet iaprone 111 ~e 1nter1a, 1t h, ~eretore, RC811tl4 that 
preterenoe be ginn to either ~~ }-1/4 year or 4-1/2 7tar aaturit7. 

Attaohaent1 

~2U 
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JUDe s, 1940 

JF:.:Of<AilQI!l! .Bl.!L.!llt. SECI\ETARI: 

Pacific Coos~ Sh inplng Sltuntion . 

The Paeitic Coast ! r aight and chertor Mrket already 
aoz:ewhlt punch-drunk t"ro11 war eti'ecta, despite b1gb ratoa, was stepped 
i n its trocke laat week br the sbocldn& blow ot the Belgian collapse. 
n,e lllll.rkot tor ob4rtere am even sb1p sales •trou•, and altboueJ> the 
d-m for tennace bad reportac!J;r r eopened br tbe end or the week, 
~re was no eYil!enoe or cb4rtars tor "'V' ~·· 

L&at week' s devalopaenta tillod both owners' and charterers' 
aims with oeJ..noua forbodings, end nobod;r waa re* to llllte eqr cooeJ.t.­
DOnta untU the treD:!, 1! onl.7 tor the 1.Medl.ate 1'\lture, woe lndiceted, 
E .. o the berth trades reacted to the war, aD:! a ceneral oooatruction was 
apparent evtJ7Ybare. 

The Orierrtel trade ws.s sorter, espeoiallr in ralation to the 
general carso trade . Scrap was otteri"'> normal.]J and coing rates were 
quoted at $18 tor ralls end $17 tor melting. Cotton was ott cone1derablr 
am no appreci able IDOVecent ot the oo""""dl tr was expected to develop until 
the oow season begins. Lumber 118.8 spotty, d ... and blli"i muob easier, 

A veauel was fixed at $220,000, lUIIp &\1111 tor 1\llllbor !rom 
Britiob Col\lllbia to South Atrlos, but tbis was evidently closed before 
the week under review. 

The .l.uotralien range waa sort, botb at a roaul t of the war 
and stringent restrl.ctiona agai""t 1.8porta troa tbo Onited Stetea. 
Luober oarriora reported dltt1cultr in catting $SO. 

Intercoaatal business contimed to cat a lltUe weaker in 
!be coneral oarca depertaent, but 1111ber spece .... et1ll !airl.J tight. 
It •• cl ea.r]J anticipated; bowevar, that br the end or June there would 
be plentr ot apace tor all carsoes, incl.udi"i 1\llber. The Gulf lnter­
COI&tal •oluae waa ott ebarp]J in botb dlrectiona • 

•• 

-.._ 

.. 
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S cor ctar1 of S to. t c, 

Wo.ahington, 

2471 Third, 

Ltgotion1 s 212, Ka1 lst, 

PLAIII 

Htlainlc1 

Dated June 3 1 1940 

Rto 1d 1123 a , n1., 4th 

Government June lot i ntroduced dro.fts proposed 

oo.pito.l ltVf tax law and law on oomptnso.tion war losses, 

.:3o 

Co.pito.l ltv1 bill cxpcottd yitld four billion marks , 

All property specified in basic lo.w establishing Finnish 

income and property taxes (Law 306 or DecEmber 6, 1924 

or which translation sent with Legation' s despatch 761 

Dtotmbtr 15, 1926) is to be subject to capital levy "ith 

modification that levEl of C<l:mption reduced fran one 

hundred thousand narks t o forty ~houao.nd marl;a, In 

addition scientific and philosophic institutions subject 

to capital levy os well as private railways and savings 

banks , Rate taxation progressive otarting with two point 

five percent on propcrt1 valued at forty thousand marks 

and rising to tr~cnt1 percent on property valuEd at forty 

one million oo.rlcs , surtaxes ranging fr(ll;t four point five 

ptrcmt on values bctwem fort1 an1 tighty thousand '"arks 

to 
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ham - 2- lfo, 247, Junt 3 , !'rCI:I Hdeinld 

131 .1. 4 

to twenty perotnt on values over for ty one million marks , 

It i s provided that tnx must be nastssed and lEVied i n 

1940 but that JR ymrnt may be made over period of four 

ycnra , Tax may be paid not only in cash but 1n stnt£ 

bonds isaued for war oompmaation in negotiable securities 

1n ccoor<lanc £ w1 th official Hat of their value to b e 

catabl1ahed by the l.!inJ.stry of Finance or in pranissory 

notco under regulations which will be pr~gatcd, 

Proceeds of capital levy arc t o be used to conpcnsatc 

ror war damages which arc ectiontcd to be one- twelfth or 

the nCltionnl wealth, According to Oovcrnr.~cnt bill prin­

ciple of compensation is to PClY in inverse ratio to amount 

of loss , Small pr operty o>mcra conot1 tuting moat numerous 

group persona qunli f 1cd receive oor.tpcnsation nrc to 

reot1vc full or almost complete settlement of thei r loss es 

while more wealthy cln1nants will receive relatively 

little , (END S ECTION QIE) , 

SC HO EliPELD 

REP 
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Storttory or State, 

Waohington , 

247 1 Third, ( SEC'l'IOil TWO) 

PLAIN 

Helsinki 

Dated June 3, 1940 

Rto ' d 2 a , m. , 4th 

.!32 

Sl1d!.n.:; noult of paynmts providn complete c=pmaa­

tion for property up to ten thousand narks in vnlut seventy 

percent oor.1ptnsat1on for property valued betweEn twmty 

o.nd forty thous.and <~arks, fifty pErcent oor.Jpensation for 
,El.g!:lty 

valuEs bttl'lttn/nnd onE hundrEd sixty thousand n arks, and 

only tivt pErcEnt conptnsation tor values over forty ont 

nill1on mo.rks , ConpEnsation to bt po.id in cosh onl7 to thE 

cxtmt or thrEE thousand narks rmo.indtr in four ptrc t nt 

tivt ;· tar bondo , Bonds not ntgotio.bl.E '171thout special. 

P£miao1on of Treasury but can bE usEd in paying capital 

levy tQX or i n po.yrntnt for lends to b£ sold in conjunction 

r~ith Govtrnmmt •s rcscttlcnEnt project , No i ndivi dual lllLIY 

rtoEivt ~orE than onE million marks compensati on, CompEn­

sation will not bE paid in oasEs whtrt owntr has already 

oollEotcd insurancE for loss nor will compensat i on bE paid 

for nonty, prEcious mttol.s, j~tla or certain torcs ot 

negoti ablE paptrs. Co:apmaation to bt pnid on gross valuE 

11h1oh 
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hm -2- llo . 247 , June 3 , (Section 2) , froc Helsinki 

• 
wl)ich will be cnleulated o.ccordlng to Lo.rt 306 of Dectt~ber 

.3 ... 
.,; "' 

6+ 1924, wl th Exc epti on that values agriculturnl headings 

wlll be o.vcro.ge of farm land price~ l>ttncm 1 934 and 19380 

Spccinl bonds to be coto.blishcd to estimate looses 

'"in each parish ceded to Ruosla. Tthllc in po.rishcs not 

ceded but TDltrE nar dama.gc sustained looo.l to.x o.sscssmmt 

boards gill mrutc esti~o.tcs of loss . Appco.l trco local 

boa.rdo tthosc decision shall be reached by cajor1ty vote 

oa.y be eo.rl'i td i;o no.ti onol board of a.pptnlo Tlhos c dEcisl on 

finnl. Debate on these billa c~cnccs i n Diet today. 

Will report final codifications. 

(END MESSAGE) . 

REP 

SCHOENFELD 
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TREASURY DEPARTMENT 

INTER.OFFICa COMMUNICATION 

DAft June 3, 1911<> 

TO BeoretarJ~~ntbau 

Mr. Ra~ -

The Work ProJeote Ada1n1etrat1on report• a decline or 
25,000 1n the nu.ber or per eone eaplo7ed, rroa 1,970,000 
duri ng t he week ended 11&7 15, 1940 to 1,945,000 during the 
veek ended 11a1 22, 1940. 

Attaohrlente 
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Veelt Ending 
1939-40 

Oct ober 4 
October 11 
October 18 
october 25 

Nonmber 1 
NcYember 8 
NoYe!lber 15 
No•ellber 22 
Nou!lber 29 

Dece11ber 6 
Oece11ber 13 
December 20 
December 27 

January 3 
January 10 
January 17 
January 24 
January 31 

February 
February 
February 
February 

March 6 
March 13 
March 20 
March 27 

April 3 
April 10 
Aprll 

~4 Aprll 

May 1 
Hay 8 
May 15 
May 22 

r4 
21 
28 

- -

WORI PROJECTS ADXIIIISTR.f.TION 
lluaber or Yorkers Eap1oyed - Veak17 

Unlted Stat .. 

lluaber of Vortere 
(In thouaanda) 

1,834 
1,875 
1,899 
1,902 

1,901 
1,929 
1,961 
1,987 
2,024 

2,075 
2 ,123 
2,144 
2,152 

2,160 
2,190 
2,222 
2,244 
2,266 

2,288 
2,306 
2, 319 
2,324 

2,324 
2,319 
2,312 
2,288 

2,204 
2,162 
2,118 
2 , 093 

2,059 
2,008 
1,970 
1,945 

Source: Wort Projects Ada1n1s trat1on. 
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1937 
.Tul7 
.t.uguet 
llepteaber 
Ootober 
llon•ber 
Deceaber 

1934 
.January 
February 
Karch 
.t.pr1l 
11&7 
.Tune 
.Tul7 
.t.uguet 
Septe•ber 
Ootober 
llonaber 
Deoeaber 

1939 
.Tanuar:r 
Februarr 
Karoh 
.t.pr1l 
11&7 
.Tune 
.TulJ 
.t.ugun 
8epteaber 
Ootober 
lo••ber 
Deoeaber 
1~ 

.Tanuarr 
rebruarr 
ll&roh 
.t.pr1l 

1IOB Pl!OnC71 AlmiiiiftAfiOI 
Muaber ot Worker• s.p1or.t - Kontbl7 

Vn1Ucl ltat .. 

l3S 

luaber ot Worker• 
( ID tbouN.IId.•) 

1,569 
1,~ 
1,~ 
1,~76 
1 ,520 
1,671 

1,901 2,ffi 2 , 
2,58 
2,678 
2,807 
3,053 
3,171 
3,228 
3.~ 
3,287 
3 '0911-

2,946 
3,043 
2,940 
2,751 
2,600 
2,551 
2,200 
1,842 
1 ,790 
1,~ 
2,0~ 
2,152 

2,266 
2,3~ 
2,248 
2,093 

Source: Work ProJect• J4a1n1•trat1on. 

llonthlr t18'111' .. are •••kl7 t1gur .. tor the 1attlt 
~eek ot t he aonth. 

!her 1no111de oerUt1tcl u4 nonoert1t1tcl worker•. 
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1'0 

..o• Jlr. Cochr&A 

TREASURY DEPARTMENT 

INTER OF1"1CJ£ COMMUNICATION 

• ? 
..,I) 

CONFIDENTIAL 
fhe tordp ox~ aarlatt waa quiet toda,r. Sterll.ac, atter open1J1C at 

~2!>-?/81 aon4 within a narrow rup UDttl late ill tile attOMIOOilo It thOil 
oud to cloOI at 3, 19-3/4. !ho !illal quotaUon wu l.-1/~ lower th&A 
Satur~' a clot•• 

S&lu ot apot oterllDC 'bf tho au raportlQC baAlat totalo4 ~.ooo, !rca 
\l:r tollow1~~~: aourceu 

a; c:o::.crc 1a1 cotteerne • •..•. .......... ... ........................ ;. M ,,otJO 
~fore~ bankw (lurope and ?ar Saat) • .... .• •...••.• •• ••••.• • 

To·t.al ••• ••• 

l'llrchasoa of apot aterl1114: aaountoct to ~.ooo, u ill41catect balow1 

ay cC&liOrcial cone erne • ••• •••••••• ••••••••••••.••••••••••••••• ••. ir.l86 .000 
~ toro1cn banlca (South Aaorica, ~opo ..,4 lo&r :laot) •• •••••• • 

total •. .•. • . 

The !OllO!Ol.ac roportl.Dc banlca aol4 cotton billo totaliiiC L."6,000 to tho 
?rltloh Control on the buio of the official rato of 4.03-1/21 

i-17 , 000 'I!)' tbe kl>bra 'lruot Cooopaq 
'I!)' tba Guaren'>' !ruot Cooopaq 
'I!)' tho latiollal Cit7 a.at 

~~i5 '1!1 tho I!"f"ioc trust cooopaq 
• total 

!1M 0uaran'>' 'lruot C- roporto4 t h&t it h&4 ]:W'ch&ea4 i.S,OOO for opot 
lfllnrr troa tho llrltioh Control a t tho ot1'1c1al rate of 4.~1/2. 'l'be 1\mc!a 
• IU bo uaod to ~ tor a ohipoent of rubbar. 

DtT•lop.tnte 1D \he other currenc1ea were .. followaa 

Tho J'roncb franc ao.,.4 with oterl!JIC an4 cl oae4 "' o018l.-1/8. 

'l'bo &who franc touche4 a lcor of .2241 ..,4 olooe4 at oa:M2. 

!ha Oana41&A 4ollar h&4 a batter tone tod.q. .l.ftor openiDC at a 
4hcO'lnt of 2l.-3/4f,, which wu alae Satur411r' • oloo1DC rate, it 1apr..,.4 
to 21• 3/tlf. i1> tho a14-attornoon. 'l'be cloa!JIC 41ocouat •u 2l.-l/';!f. 
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~ lira an' relchaiiiU'k cloao4 a t .o~& &D4 . 4000 roaptct1••17• 

ft>e yuan ill S~1 waa quoh4 at t>-1/81, ropro10nttac a decline 

ot a/Sf froa 1'r1dao'1 o r a te. 

i'ho Culw> ptoo, which hao ohown approc l ablo wealalooo olnco laot 

lo6."Jtt dl1o aaoo4 to a 41ocOW1t of ll-1/';$ to4oo'. !hio 1o the larpot 

41ocou.nt for that curroDq t h,t.t hao baoll quota4 1D a ora than a aonth. 
fbo l[edcac ptoo wao unehan«e4 at . lE72. 

tt JW"chaoo4 tho follow i"C UIO\lllto of gol4 froa the e&nW'ke4 accOW>to of 

tho bAAlcl 1ndicato4. 

$22 ,500,000 froc tbt l!anlt of l:J~Clan4 
froa tho VaUonal !.cl< of llol-«1,., 
Tot al 

139 

!'he Pedoral Reoarve lla1llc of li n Tork rc:porta4 that the folloorlcc ohlpaOilto 

ol gold were bela~; ooae1tp>e4 to 1t1 

$4SO,OOO,OOO frOIO ca..ada, oh1ppe4 111 the llonk of C..-4a, to be Pt.J'II&!'ked for 
oc ·O'..:.nt of t!le i!anl< of rr..,co. Sl14)>tl¥ len than half of tblo 
g-old a.rr1Ted tod8:/ , &Del t he ba.lAilce 11 due ~~rrow. these 
ohlpDtDto , wh!ch e ar! all previoua traae!oro of col4 to tho Unlto4 

Statu, clear)¥ 1Ad1catt t lult lr010ca bao bean tokicc otopa to get 

her cold out of the COilntry, 
:10,000,000 !roll CIUIJ.'4n, oblppad ~ the :Bank or Caoad&, to be OO.I'D&l'lcOd for 

account o! tho !.cl< o! bfl&n4. J.bout hal! of t hlo cold will ..,.r bo 

oa llo4neo~ , an4 the balance 1o due oa !burodq, 
987, 000 froa lloxico, ohlpped 111 th.o lloDl< of llo.dco, to ba oarii!U'lred for Ito 

&cCOWlt . 
244, 000 !reo llo.dco , ohipptd ~ tho lloDl< of lloxico for Ito account, for 

___ eale t o the u. s • .A.eeq Office . 
1101,231,000 r otal 

!be State De~rtoont fonrardod to uo cabloo oto.tinc that tho followi!ll> COld 

t~1;aeo!a • ould be Mdel 

1~,231 ,0:0 frOA Yll,!:oola•1&, ohl~pad ~ tbo VoUoo>al llonk of Tucool&rla to tbo 

:i'oder:ll Reoern :B3nk of Vow Tork:, 41o:poo1Uoo unknown. fhb oblpaont 

coneloto ma1nly o! gold colne , and reprooento part of tho gold t hat 

oaa reported on ~~aT 31 ao bo!Ag otore4 temporarily In l tbont by 

the YucoolAvl"" bank. J.pproxi:oa~•l¥ $3 ,800,000 o! ~be YU40•1A•lan 

baD); I I COl d a till ro""lDa 1A J.thonoo 
l , $81,000 froa J:cclaod, ehlppad ~ llorgaa ONDfall & Co, , London, to J • P. 

!tol'p.a & C-o. 1 Mew Tor't. 
1,1~,000 froa Spob, ohippad 111 t ho Sponloh l notUute of Porolp bch&IOp to tho 

htlont\l. CU;r :s..n:c, llaw Torlo:. 

CONFIDENTIAL 
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1'26,000 rne lllcl.u4o alolJIPN llr -1 ... .._ 6 eo,, t..u-. \o u.. Juk ot 
J.oo40a aa4 loath ..._riaa. 1ft Tol'L 

67,,000 rne locl .. "• alolppecl. llr LlCIIJ4a ad laUoul Prortnc1al J oro lclo -. 
J.oocl.oa, \o U.. :ll&llk of Lollcl.ooa aa4 IOQth ..._rica. ... Tol'L 

161,000 froe Jaclaat. oll1ppe4 llr -1 lloa-._ 6 Oo . , LoD4oa0 to \be _,..,..,..= Cbul I& t1oul. Jlii.Dl:o I n T OrL 
ff,Tal,OOO to\81 

1111 ohipatoh coeiDC froa SpaiD aa4 :IJiclallcl. will be oo14 to \1>.1 tJ, s. ••- Oftioe 
tl ... Tori:. 

lDcl.i&' o pZ'I ciOQI ••\&1 pZ'iceo , harlzl& 4ao11Do4 \he l&ot welt, """ all• aa 
•JIIU4 ttDUDq .....S.r tbot iotl•ace of :lvepau war ...,.lOJIMDho Lutwoell:to _.,.4 - ·' wao attriloatol to a opoCIIl&tbo U~v.14aUoe Jll'01'0ll:ocl. 11r tho 
'ltliJf \hot llllc1•'• eapitul&Uoa llicbt 'be folloncl. llr paaoo onrtv11. 

!» Joabq cold prioo worll:ocl. aat to U.. eqa.iftloat of •••51, a pia 
of 55; onr Sa\urCII!r' • prioo. 

Spot ou .. r 1D Joabq rooo tho oquiftloot ot 7/181 to "-11:¥• 

.t. .nod iaproftlllot holt plAce tocl.q 1D tho LoD4oa ollnr prlooo, - to 
boar conr1oc '117 locl.1aa iDtorooto ao4 to local t racl.a cl.o....U. Spot oUYir ftl 
f !.zt4 at ~1/24, up L-1.3/1&4. !he forward quatatioo wu ~3/84. up L-3/164. 
lilt lll1dl !.user pia iD tho opot price, u coaparocl. with tho iaprcw-ot iD \he 
lonarcl. roto, '""'"'" a aloortac- of eilYOr &ftil&blo tor iooet41at• doll ... ., 
1J> loA440. ftl tJo So equiftl.IDtlo calcuJ.a\ecl. at t bl opiD IIU'Ir:lt rate tor 
oltrl!.A&1 aero 33.117' for opot on ... r aocl. 32.~ for forward 4111'"''7• CD tho 
loth of tho ottioial o\erliac-cl.ollar rate, tho opot pri ce wao equiwaleot to 
42.721· 

lao4r ID4 Baraaa1o eetU-t price tor torolclo oil"rer wu 3&-1/.fl, up 1/81• 
lilt !rtu~UJ '• pi.!'Cbue price tor toroicD eilnr wu ua~cl. a t al¥• 

lt oa4l au purcbaoll of eU ftr totaliac 7801000 -•• 'OJI4or the SUYir 
h:d:aat Act, all of which wu ,... pr<~G.GtioD troa t orelclo coutr1 .. , t or 
fo19arcl. cl.olboq. 

,, alto poarchuocl. 90, 000 ......... of .u .... trOll the Jaall: of c....- ua4lr 
... rtplor &Oilthq acr-•'· 

coNF\OENT\AL 
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TREASU RY DEPARTMENT 

INTER..QFFICE COMMUNICATION 

DATa JWle J, l91io 

TO 

Mr. Cochl'azl 
STRICTLY CONFIDENTIAL 

O!Ucl&l oaleo of llritioh ovned dollar oecuritioo Wider \he n otill& order 
o!fectho J ebruary 191 

llo. of Shareo $ PrccM4e of lloai.Aal f&lu. $Proceeds of 
Sold Sbareo Sold of Bonde Sol4 Bondo Sold 

Jla1 27 1111 vu IIU 1111 
2S 1111 V11 1111 1111 
29 V11 111 1111 IIU 

JO 111 1111 111 vu 
} 1 111 vu 25, 000 26,900 

lvul lil IU 111 Vil 
m.u. !OR 'liD: Vil 1111 25.000 26.900 

:ialn r roa 
!ebruarr 22 to 
!Y.1 25 , inol. l,]l2,63:Q 42,246,~z 1 , ~~o1,~ l,lz:l,286 

fO'!'..AL n:B1!11ARY 
22 !0 .TCllll l, 
I! CI.. 1,}12,6}0 45.946.~7 1,4}2,500 1 ,200,186 

Mr. Piooont told .. b7 telephone thet Mr. G1tfor4 bad reported that =­
ot!lcill l&loo for loot welt ( wu ondod *J 25) &DOUD.tod to $1,000,000. 

!ba 0111 oalo ot bondo on *J }l ... & opooi&l tNAooction ca.rried aut 
prhate1J, &114 a pr ico ou point bolov t he natinl: price • • rocoiwd. 
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TREASURY DEPARTMENT 

INTER..OFF1CE COMMUNICAnON CONFIDENTIAL 

subJeot: The B in111 Situatio~t. 
lieek ending .Tune 1, 1~ . 

Conolueione 

DATa JUne 3, 1~ 

(1) Buaineu aot1Yit)' oont1nu11 to i .aproYe under the 
leader eh1p of the eteel induatrr. The Mev York !iaea index 
roee t o an FRB equiY&lent ot 101 in the week ended MaT 25. 
For the month ot June, the Federal Reaer...e Board looke tor 
an r RB index ot around llO, aa ooapared nth their preeent 
ut1u te ot 105 tor MaT and a figure ot 102 tor April. 

(2) No olear ind1oat1on haa :ret appeared that l\lrope&D 
dtYtlo~~nta haYI oauaed an)' iaport&Dt ourtailaent of bu;ring, 
although autoaobile bu;ring and departaent etore l&lee haYe 
ahovn aome deol1ne . Inoreaaed order• t or eteel and textiles, 
on the other hand, haY I raieed our veekl)' index ot new order a 
to the higbnt leYel e1noe l&at NoYeaber. 

(3) In the eteel induatr:r, a V&Ye ot bu)'1ng troa doaeet1o 
and t o reign aouroee , e1a1lar in a&n7 va:r• to that ot laet t all , 
b&e aarkedl)' 1noreaeed the Yoluae ot untilled order•. Xuoh ot 
the b117i ng repreeente adYanoe ordering on tear ot prioe 1n­
oreaeea &Del del1Yer)' d1ttioultiee , ae vaa the oaea laet tall, 
and ~~a:r rane eia1lar probleaa. It rtll do IIUoh, honnr, t o 
olear the deoka ot near tera doaeetio buaineea in adyanoe of 
GoverMant ordere tor araaaent uter1al•: 

Bueine•• aotiYitl aakee turther adYanoe 

4&1nat a baoqround of lharply uoreaeed eteel bU71Jig 
troa both doaeet1o &Dd tora.ign eouroee, whioh hal brought a 
rapi d eXpansion in eteel output at a t1ae ot noraal eeaeonal 
deoline, bueineea aotiY1t7 during the week ended xar 25 oon­
t1nued the 1aproYaaent t hat hae been under va:r einoe thl l&et 
ot April. The Mew York !1•e• index a the week ot MaT 25 ro11 
to an J'RB eqU1Yalent ot 107 , vp 1 point troa the pr8YiOUI week. 
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Tbe Federal Reserve Board estimates that the FRS index 
for Jl8:1 will be abou t 105, ae coapared wi t h a lo'• ot 102 in 
.l.or1l. The Board expecU a turther gain t o about 110 in June. 

I t is noteworthy t ha t nearl:r all ot the recent gains haTe 
been due, directl:r or indirect ly, to the upturn in eteel pro­
duction, but some indications ot improTemsnt in other indue­
tries are beginni ng to a p!)&ar. In contrast with the sharp 
increase in s t eel output ( eee Chart 1), cotton mill acti vity 
hat been decl i ning , due t o a l ack or order s. New orders tor 
cotton goods IBOre reo en tl:r , ho..-eTer , haTe sho'll'll eo me i mproTe­
,.ent. Au toawblle production has been aain t alned bet t er than 
l u t ;rear , and lumber production baa reoentl;r turned upward. 

Steel industry holds kay position 

The wave or bu;ring whioh has awept over the steel i ndue­
t ry dur ing t he past week ie l ikened b;r some obeerTers to the 
bu71ng or las t Sep tember. Fear or dellver;r dlt t i cul ties and 
oriee advances later in t he ;rear, due to heaTJ Allied demande 
ud the r equi r ement s or our own rear mament program, baa apoar­
ently l ed to heavy ad'f'anoe ordering and inventory stocking. 
roe Iron Age believes that t hla intensive buying mo•emsnt has 
carried the volume or new order s in Wa7 t or aoms oompanlaa 
olooe to t he high poi nt reached l ast autumn, mile at least 
one s teel maker reports that aalee in War were t he largeat on 
record. 

New orders reported by t he U. S. St eel Corporat ion tor 
the week ended Ma7 23 (when t he ·buying movement wee not yet 
at its he ight) r ose to )45 ,000 tons, or the equivalent or 
102 per cent or oapacit;r. 

In consequence or t he sharply increased order s and gro.­
in& backl ogs or unt illed orders, steel aot iTi t y l as t week wae 
atepoed up ) .9 pointe t o 76.9 per cent or ce98cit;r, •1th ex­
m>nded ooerat1one 1n nearly all i mportant districts. (See 
Char t 2) For the current week, steel operati ons a r e scheduled 
at a fUrthe r increase of ) . 4 pointe to 80.} per cent of capacity. 

A raotor which ta cont ributing to an ebnormal l7 hi gh 
Yolume of s teel orders at this tiae ia the June 30 deadl i ne 
on del1ver;r o r certain steel products cont racted tor at re­
duced prices during April. The insistence or eteel companies 
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tb.at tlle:r will hold ttr1otl.T to th11 dea411De, Q4 the Pl'Oe­
peot ot higher pr1oee aad po111ble del1Yer:r d1tf1oult1e• 
later 1n the :rear, are app&reDtl7 oaue1ng a rulh ot lpeo1t1-
oat1on• tro• bu;rerl att .. pt1Dg to get 1n under the Wire oD 
the1r tull oo .. 1t•eDtl . 

Tile hea't'7 a4Yuoe bu;r1Dg of 1t1tl u:r ra11e probl .. • 
11al.lar to thole of la1t fall, 'llheD a bunoh1Dg of order• 
UDder olo11l7 a181lar ooD4U10DI brought a eharp rile 1D 
tteel output to praoUoal oapaoU:r , wh1oh waa followed b:r 
a later aetbaok. 

UDder preeeDt ooD41t1ona , hoveYer, t h11 e1tuat1oD 11&1 
certain adY&ntagee. It Will 41epo" of .uoh of the Dear-

114 

tare do•uUo requ1r ... Dtl 1D a4Yanoe of the hN'f'7 req'll1re­
aenU ot the naUoul defeDie Pl'Ogr... It 11 UkeV1 .. 
tortunate, tro• the •tudpo1nt or the deftDit Pl'OF .. , that 
the heaY;r bu;r1ng of 1hel laet tall al1o tooll: care ot a large 
•oluae ot pr1Yate 1teel Dledl. 

l!a!!l oo•paniu begill l!p!!!I10D 

The national rearaueDt progru and Allied bu;r1Dg of 
war aater1ale Will haYe a double etteot OD 1D4ultr1al aot1Y-
1t)", ot oour1e, where oapao1 t:r .uet be expa~~ded to •eet the 
1noreaud pro4uot1oD requr•eDtl. !he Allied bu;r1Dg progr .. 
11 beg1DII1Dg to expand plut oapao1t:r 1D the a1roratt 1nd'lle­
tl')" . AD 1Doreaee 1D pr1Yate eDg1Deer1Dg ooDetruot1oD award• 
lut veell: waa partl:r due to u award of t1 ,175,000 tor a 
Boe1ng 41roran ae••blT plut at Seattle. 

Your oollf1deDt1al repone troa the ADglo-J'rnoh 
Purcb.ae1ng Board allow tbat 1;he Br1t11h aad J're11oh goY...-eiiU, 
up t o ICa)" 15, bad lla4e oap1ul oo.at1o•eDU of t37 ,032, 000 tor 
~110D of pl &Dt oapao11o7 111 the UD1ted 8tatee aircraft 
1n4uatl')" aDd of tll,352,000 tor exp&DI10II of plan1o oapao1t7 
1n other 1Dduetr1el. 

Aaong o1oher oo8paftiee pl&DD1Dg enlarge•eDtl or plaDt 
oapac1t:r oo1t1ng o•er a a1111o11 dollar• , aooor41Dg 1oo pre11 
reporta, are UnUed .U:roratt (t6,000,000), !enneuee Coal, 
Iron and Railroad Co•pu:r (t5,000,000), aDd Ull1hd BUou11o 
!h,500,ooo). Rel1ft1Dg &Dd eDlarg•ellt or ••nral blut tu:r­
naou are al1o wader wa:r, oo•Uac up to ... 00, 000 eaoh. The 
large ut111t:r ezpan11o11 progr .. 1obeduled tor th11 :rear 11 
largel;r )"et to be do11e , owing to untaYorable weather earlier 
111 the :rear. 
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'l'be treie;bt oar ai tuation 

The eupply or freight care avail a ble to meet the require­
menta o! inoreaaed industrial aot1v1ty and inoreaud tranapor­
tation o! export product s may not be entirely adequate. De ­
spit e the !act that a larger nu•ber or freight oare were put 
into service in the tira t !our mon t ha or th1a 7ear than in an7 
other co8parable period a inoe 1930, the retire.ent or old care 
hu alto been rapid, and the total nu.ber or freight care 
owned at the end or March th1a year wae l per cent lower than 
a year earlier. 

In Chart i• upper aeotion, we ehow the average net aur­
olua or t relgh oare b7 7eara baclt to the World War period , 
ln ooiiJ)Sr1eon with the volu.e o! freight carried. ll'h1le there 
hat been no oar ehortage in recent 71are approaching the aout e 
ehortag .. or the World War period and the yeare illlllled1ately 
following, we came unoo•ro r t ably oloee to a oar ahortage in 
1937 (when the FRB index averaged 110) and in the eecond hal! 
of 1939 (when the average was 115). .la shown in the lower 
section or t he chart, the r ailroad a are now carrying a larger 
volume or freight than in early 1939 , and the aurplua or oar a 
11 somewhat leaa, 

Railroad equi~ent buying hae inoreaaed noticeably in 
the paat aeveral weeks , and the .Uaooiation ot American 
Railroad a expeote that consi derable rolling a took will be 
bought within the next two monthe. 

New bu71n6 well ..tnt ained 

No olear indication hae 7et appeared that the EUropean 
aituation and the recent atock .. rket decline have brought 
on anyimJ)Ortant ourta1aent in either ooneu.er or indus trial 
buying. Our index or new ordere tor the week ended Ua1 25 
(eee Chart ~) roae t o a new high e1noe laet Nove11ber. A 
aherp i noreaae in eteel order• wae the principal factor, but 
the i ndex ot textile ordera alae roae to the beat level ot 
any week in llaJ, Ordera ror produote other than 1teel and 
textiles, however , have declined acmewhat einoe the high 
reached in the week o! Ma7 ~. 

Among the oompaniea r eporting to ue confidentially t heir 
weekly 111111 !iguree there hal been no evidence or an7 more 
than the uaual tluot~atlon in ealea in the paet two weeke • 

• 
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In two inetanoee, however, eoae deolloe in bu7ing baa oo­
ourred wh1oh aa7 hive been due in part to European denlopaenu. 
General Motors' retail ealee in the aeoond period or Ma7 were 
eharPl1 lower than ealee 1n the firat period, though the ooaoan7 
reports th1a aa due 1n part to prav1oua txpanaion through aaiea 
pro=otion oampa1gne. Ward'• Reportt indicate that automobile 
reg1atrat1one during the laet tvo-th1rde of the aonth did n.ot 
ebow a noraal eeaaonal expansion. While one might expect auto­
mobile ealea to be eenaitive to ehooka or thia kind it 1e dlf­
tioult to foresee an7 prolonged curtailment or retail ealee 
vben bua1neu aotivit7 and pa,rolla are r1a1ng. Departaent 
etore aalea in the week ended Ma7 25 declined alightl7 froa the 
total reported in the previoua week, whereae a ellght 1Doreaae 
vee r eported b7 the aaae etorea laat 7ear. Preea reporte at­
tribute the decline io part to unfavorable veet her. 

A aupporting factor in the doaeatic aalee picture is the 
relat 1vel7 oonaerva tive level to wh1oh aalee have been held dur­
Ing t he past 7ear or 11ore ae oo111pared with the level or national 
Income. In Chart 5 we ooanare the national incoao With our index 
ot domeatio aa!ea , representing the offtake of aanutactured goode 
excluding thoae tor export. It appears from th1e oomparieon thet 
the otttake ot goods throughout 1939 and earl7 19~ baa in pr ao­
tioall7 no month been exoeaeive in relation to national income. 
Thla ie in marked contrast with the exoett1ve bU7ing, tor example, 
In 1936. 

The adJusted sales index, as ehovn on the obart, decllned 
rather abarpl7 in April beoauee .alee tailed to reoord t he usual 
aaount or aeaeonal expansion. The deolining trend of national 
lnooae haa been a contributing factor. Vhlle the dollar volume 
ot national inooae pa1J11enta 1n April wae v1rtuall7 unohenged 
troa Maroh, the adJusted index deollned . 6 point to !6.5. Thle 
It equhalent to an annual rate of $70. 6 b1111one, or a pJ)l'ox1-
eatel7 the aaae aa that of last Septeaber . 'lbe average t or 1939 
1ru $69. 6 billions . 

CommoditY prices reailt deoline 

Future• prloea, aa aeasured b7 the Dow Jonee index, tell 
somewhat on nave or the Belgian surrender on Tuead17 , but aver­
aged elightl7 higher tor the week. · (see Chart 6) The broader 
1ndex or 28 basic spot prioes, however, averaged lover. Man7 
trade oo111111ente eaphasize the poaaibi llty that short run uncer­
talntiee 11187 be offset b7 prioe 1noreaea1 in t he longer run aa 
the Oovernaent•a defense progr111 begina to 1ntluenoe ooamodit7 
Prioee. 
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Purchae1ng agente are now 1nTeet1gating the poeeibilit7 
that pr1Tate induetr1 aa7 find ehortagee in certain aateriale 
needed tor the defenee prograa, according to a eurYef con­
ducted by the Journal of Coamerce. A number of purchaeing 
agents reported that the7 are now coTering their requirement• 
aix months ahead in apite of the poee1bilit7 of a teaoorar7 
price decline ehould there be an early peace . · 

Weekly bueineea indexee riee further 

A further gain of 1.1 carried the Hew York Tiaee index 
ot buaineee aotiTity up to 96.5 in the week ending ~ 25. 
!bll vae t he f our th ooneecutiTe week in which the i ndex aoTed 
ahead, and •• a reault it etande 3.7 pointe &boTe the low 
reached in the firet week in April . 

Aa in the prnioua tvo weelta, the principal f actor in 
the r1Be waa a aarked contra-eeaeonal inoreaae in ateel ingot 
production. Ae a matter of fact, a pproxi.mately one half of 

.. .... 
'• I 

the riee in t he index whioh bas occurred Iince the tiret week 
in April hae been due directly to t he upturn in ateel ingot 
produc tion. Although freight oar loadinge, under the etiaulue 
ot anot her good gain in loading• of ore, adTanoed to a new high 
tor the year, the gain wae alightly leal than aeaeonal. The 
index of cotton mill aotiTity also declined, but all the re­
maining components of the index adTanoed. 

Barron'• index of busineae actiTity for the week ending 
l!ay 25 again oontiraed the trend ehown by the Hew York T1mee 
index by adTanoing to lo4.~ froa 103 .5 in the preTioue week. 

Prel1a1nary data which haTe coae t o hand thue far f or the 
veek ending June 1 reTeal { 1) another aubetant i.al contra­
oeaecnal gain in eteel ingot production, which Will oauee a 
fur ther riee of around 6 point a in the adjuated index of eteel 
production, and {2) a eharp decline in automobile production 
ot more than eeaaonal proportione . Actual autoaobile produc­
tion f or the week ending June 1 declined to 60,9SO unite from 
96,Slo in the preTioua week. HoweTer, it should be noted that 
the more than eeaeonal decline wae due largely to the fact 
that Manorial Dar tell on a Thursday, thue inducing most fao­
tor1es t o oloae down tor the remainder ot the week. During 
the oorreeponding week last year automobile pr oduction waa 
on17 32,~5 unite, and the decline from t he preT1oue week was 
approximately 52 per oent, ae compared w1 t h a oorreeponding 
decline of only 37 per oent thie year . 
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'[onoral>l e :lenry l!orgenthau 
Jocr otary or the Treasury 
·:a•h1ng ton , D. C. , u.s .A. 

-:. dear J:r . Secretary : 

ChW\gking , 14a.rch 14 , 1940 . 

I take advantage of :,eniot• l>urceon L. L. Ii1111nna' 
r~turn to Arorica t o send you this letter 'onveying the 
ex;>reou l.on t o you or J::r Govet'nl'tent 1 s as well as lliY personal 
-::ll'ociation Cot• despatchi ng to China an anti- I:'Al aria ,..1s­
sion conpoaed of Senior Surgeon L. L. Oi l l1ar.s , ~urgeon 
'!irllrl J . llueh &.r•d Special Export \3l•uco Layne tc> assist us in 
tho i nvestigat ion or malar ia prohloma on tho yUnnan- Burma 
bot'det• , Dr . Williams and his collenguoe have done their 
'''<'!''' faithfully and conscientiously, oven W\det• great hard­
•'tips n11Cl i nconveniences , If tho monnoe from this disease 
coul d be controlled eo as not to intort•upt tt•nff1c on the 
l'\lnnan- ~·ma llighway during the c oming rainy aeaaon, it will 
b O 0 grcllt Cl'edi t t <' t h e miSSiOn and Of inoatil.&blo benef i t 
to Chinn. 

.. ·' .. ;)., 

I have read with great interest the report of 
Senior Surgeon l'lilliams, and wish t o assure you that the 
roc~ndat1ona conta ined t herein wi ll be fa1t'~ly followed 
to the beat of our ab ility. I also note with satisfaction 
t~t t his 1mportant work initiated by tho miss i on wil l be 
continued with t he assistance of exnerta fl'Otl the r,ockefeller 
.oW\dat i on and by our OWll Ant1-~aria Co~ission. 

Accept, Dear UJ' , secretary, the assUl'&nces of 
"•· hisheet esteem and deep apprec i a t i on of this invaluable 
Mai atanoo t•endered t o China. 

.. 

S17cel' ly 

I · 
yout·s , 
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_, IIJ', lttablal 

oa Nbalt ot .- ••••...., l 
_, to aotaowla4t;o '""' le'\el' ot 
.., ,ut, 'HAaa1U1JIC eeploo of 
liU•r• ro• ban roooho4 troa ••ouo. 
lUll u4 Yu Panor, 'UI4or 4a\oa ot 
.., 12~ u4 .., 14\b. 

11aooro11 rova, 

(Signed) H. S. Klotz 

H. IS, nota, 
Prl•••• laare\&rJ. 

Ill'. J . L. lattbla, 
ma14eat , 11 .. h1A rre!ch• Llaaa, 

llloorpora,ac\, 
221 . .. , Rooanou lloe4, 
Oll.caeo, 111111o11. 
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K££SHIN P R£1GHT LIN£5, INC. 

Jt.fC.it£BriiN 
II• WC.T ftOOSitVItLT AOAO 

CHICA OO _ ......... . 
lAy ~l . 1949 

'n\e uorora.ble Ronry J . :Lbrconthau, Jr. 
Sooretary of tho Tre&sury 
treaoury Bui l din& 
~aeh1n~ ton , D. C. 

!.y deu L:r . Soc rotary_, 

Attach hereto copies or letter s 
1 received today f rom L:e ssrs . Bu d 11.nd VM PAt tor , 
l'n'i tten from Chunr.kin&, China, under date a or t:ay 12, 
and L:o.y 14. 

.. 

JLKoLR 
Enos • 

~ith kindest reco.rda., 

Sincerely yours , 

~~~~~~~~ 
J L. Keeohin 

• I 
.)u 
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Chun£kinl;, China 
~y 12, 1940 

~. B•o•i h&s informed u~ or your moat r ecent o~ble stating that 
·.oou t~d not hotard from e ithor r:£ us for quito some timo , nua ct'1rle as a surpr ise 
~0 r.e because I wrote you in 11.pril, troD Kwoiyo.ne, o.dvilinc you of tho progress t hat 
-.t have ntldO to~T&.rde oatabl ishing the necessary malntonanoo fa.oilitiee for the care of 
!:.t c: ; .c . Md lln1.atr y of Connunieo.ti on motor vehioloa. 

1 r eturned to Chun&kinc on ~r!l 25, for tho purpose or spoodin& 
'=? tt.o :.alJlt.e:-:ar.oo work iD this area and Also to mAke the trip throUGh the nortt.wost 
r.th 1J1d"J• In 'VlO'W of the fact that C. T . C. still nooda our aaaista.nce , we hc.ve 
,.,.-crar!ly ~ostpooo~ tho t r ip until so:oc futuro do. to . l!cmo.or , we did uJce a six 
~'1- ro~d trlp to Chonr;tu tor the pnrposo of reviewinr tho properties Md opcrc.tint, 
p!!e:- o! tho !;vchuen Transport Co . Wtich is a connectin,!: line botwecn ChlOll~& 
c.... ~.e soutl.ern tendni of the r:orthwest operation. I t ie thourht that this opero.tion 
s .c ld ... :so be p&rt of tho z:.orthwest acbiniat ra.tion, under the U.nis-tr-y of Co=uniea.ttons , 
~ or!!o:- to 1r.aure a.n even f'lmil' of t r attic tro::l thu.t section or Chi na . 'The Stechuon 
CJ. ! .. ~s ir tho pact a.pnoa.lod for cent r al r;ovorru:tent aid. 10 therefore 1 t is rocscnaOlo 
tr. ~!!no that a. mer cer v:i.ll be br ought about in tho nonr tuture. 

Tho hi&huay betweoo Chunt;ldnc and Chenctu ic very good 1n co"!'o.ri eon 
~ ot.r.er Chlr.cae r oo.ds . Tho Gn&ineor ing is of o. hir)\cr oo.Uber throuc;h the t',o.'O 

~tmto.inous soctione noo.r ChtmcJdnt; as 'i"roll as Chonc tu , oli:ninatint much o.f t.t..to 
t~rturc that usuo.lly cxiata on Chinese moW'\tu in r oadtt . 

In viow or tho f'"'t that only ho.nd labor fac!l!tios aro available 
tor "•ln.&ln!nr th!a highway, it is thought that i t a prooont condition is vor y r;ood • 
.!sc tho "'t&lin" Ia of a botter quality whioh I a pemittinc a hif)>er docrco of 
et~cient operation w1 th loss rotld maint enance . 

Tho •ohiol e opera.t ion of tho Sz.echuon Co . is ro t. so eDcouragicg, 
u It h tho11•ht that a 4<>l' il:prove,..,nt wlll haw to bo aoh!eved boforo lt eAI1 bo 
~-:~s1Ctred a auccotstul opcra.tlon. It is quite evidClt that the r.e.n responsible for 
~ tn:ck and bue r..a.b:.\onance are very nerlitent in oxeroilin& thei r dutioJ end are 
a..so ~~ry d1aorr:~n1z.ed in their nethod of work • 

• ~ao due t o the pr esent f O.Solino and oil shortacc ex15tine hero in 
tho)' have ha.d to revert t o alcohol a s a euba tl tute f\lol and are al so uslnt 

·•••nor oils and ~roase . thie factor alone hna cauaod oonaidor~ble d~age to the 
o.nd ch.a4aie part a . -;:o notiCed thal: some of the oro.nkahe.tt:; which were reooved 

~c::. the dh~tled motor e reflected s:,nptome or wear thAt. ucually occur after 
•S,OOO r:J.lea of utUir.a.tlcn but vter e ver y surpri sed to loarn thnt thia condition often 
txl&led \Uidor 20, 000 m1loc or uoo . 

Tho Chin. Transportation Corp . hae boen ver y nearly a failure since 
~h or~i&ation, but I believe l t last , tha.t tho tabl•s o.r·e turned which has caused 
~tb .ndy ond I to beoome more optil!l!otio for Its futuro exiltonoe . Unister Chane 

1 Jr.&u aa t.l-e Ch&int.D.Zl or the Board i s much tir:lOr in his clemand for resul ts thu he 
... . been boforo . 1 an certain that this attitude on hla part ia coin( to oll.J:dnato 
or the now ox1&t1~ orlls of the corpora.ticn by brlnsl.n,. pres&urc to bear on tho 
TUpOilt\blo for ita domant &tato o 
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»"• J , L· l(eoohin - 2 - J.!ay 12, 1940 

I havo had aomo enoouraging reporta f rOQ tho maintenance 
svpervilor at Kunming, aince I o..rr i ved here at Chu:nekins. but of oourae 
11\o lock of sldllod moohan1o• ot ill prevailo hero in China, and will for 

:.so 

quito aome tl.mo . I feel oonfident that when the tl.mAO uriveo that I will 
ttturn to •il:orioa, the ohop or.:aniu.tion ond 'ot.aic pr1no1plo• will be well 
establ llhod alent with a provont i vo lr.&intonanoe oohod\>lo oftootin& all C. T .c. 
t:.opa and £&T•t•• • 

ill thin tho next f .... do.ys I oh&ll rot\>TD to Eweiyont;, which will 
~n r:q tiM tor &DOther month or z:.ore, and a.rter that I ahall OI!Lke a trip 
to I•mnlnf , L\>ha1on o.nd back to Ch""&kin&• 

Truatin11 that b\>1iDe1s h good, o.nd thkt yo" aro 1m the best 
or heal tb, 1 re:JII&in 

Faithfully your o, 

(si(IDod) c. w. Van P~ttor 
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rr. J . L. Y.eoshln 
221 .:oat Roosnol t tlo&d 
Cbicato . Illinoi s 
U. S . A •• 

Dear Jaok, 

COP'! C/o l.:inistry or Co::z:unications 
Chunt)dnr. l..e.y Hth , 1940 

16t 

Fo\U'ld your oo.ble l:lwal ting us on our rot urn to Clnmtr:klnu,. Van Patter, mysolr and 
p<>rty h<>vo boon up to liol- Y.ion£ , Chonetu and Kw<>n- Shen tho oo.rly part of thla month , 
surveying tho proportles or the Szechwan Provincia l Buo Compa.ny, in antieipatlou ot tho 
Communication ' s ~cquisitlon . 

Upon my inveetlt;a.tio:J. of the rouson tor your not receivin& our renortt wo t1nd 
that tho asaucpt1on T<a.s t!lado t.l·u1t a savings in poe tar• coul d be effected by s o~din- one 
copy to l:Z. . Sheahan for both or ;;ou. i!owovor, we a.lao find that lliud.co ia no lon~r 
connooted with your COC!_)any and tho.t hia ca.ili:tr addreaa ha.s been charted to O'l.J"linlton 
;:oi~hts. I!' you rill c1•1e us the da.te and file nur.bor of j'Our last co=ur.ication !"roz:. 
this ootl'!dsslon , wo al-~all obtain an:' &."ld et.ll auch copiea -rthich have :...ot been 1ont you . 

U to reports 41\d bullsti.~s in the future , wo c.an assure you tha.t Yery fOVt will 
be torthco::ing. Tho reaaon for this is no doubt apparont to you 1 ina.stW.ch as little if 
any good co.aea from "advices" • submitted bJ advlaora . .7ho.t we cust do and have be;; en 
doint or lat e , ia drivin& thet:l to\'lard the senblanco or D.ll operation by I.Pd our personal 
supervi1ion o.nd direct quoGtionint tlt the weekly OXtlCUtlvc r.:eet~s . This r~ethod ca.uaee 
o~barrasa~ont to the operating department houds . Tho ropoatod reference to tho aame 
subjects until they cannot lon~er deluy action 'Tithout loee or pr est ige or so ca.llod race , 
is very oftoctivo. 

c.T.C. haa been rnovine, Y.-ood oil for tho paat month i!l ex.aotly ten , throe ton 
truck quantities por day, out or Chunckln~. Jn thlo way wo hope to get a routino aet 
up whereby ovoryono concerned will get tho habit or dolnr their part and a semblance 
of eo-ordination will becoce established. Thon tlo oxpcct to step up movement to 15 
trucke per day and before we lea.ve , ?:e hopo that wo ~y see at least twenty truok loada 
per day .:~ov1ns; out. 

Today we atarted eleven· t.:nit.s out; by tho end of this week the fifteen will be 

nov1nr. 'i'hia acema like a drop in the buckot to you. co doubt, but believe ce . it •s 
an aocotlpllsbz:IIOnt over here . 

Van Patter has finished tho Shop aet up lr> Kunl:lin&• ~;ot t.>,o project under way o.t 
~oiyang and p r ior to our departure on our r ecent trip. layed out the installation plana 
for the Chunckln'; &reo. . The 'ttOr k is pros rosaint in a manner not entirely satisfactory. 
or eours~ yet. bettor thnn can be expect4d undor tho circumstances . He wil l lo~ve here 
day after tomorrow tor *Heiyang in cornplote chart• • ~tis time to clean hOV$0 and cot thia 
ver y bad sltu~t1on under control . llo will stAy thor o ror at le<>st a month or until he 
has tho Shope In produotlon . 

wo muat find a successor for Van Pattor u.nd it ho.s been sue:rested th~t o. foroiper 
appointed , tho ac<>rcl ty of capable Chinooo for ahop work • uperv1olon Is !mown and 

appr eciated by o.~l concornod. In tho past we have cons1atently r efused to become involved 
in peraonnel matters , ho~over, the time has co=o when. in or der to leave here ~th a clear 
oonsoience. wo mutt tee 1oce senblanco o r nuoleua of an operation actually runction1ns. 
Therefore . we ha'Ye dono an about r aca on t hi s tcoro and will e1 ther reco:::::end or eondo::m 
a.n.yone deeerrint or either based on obsoned beharlor. 
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llr· J, 1,. Kaeohin - 2 - v.y H , 1~0 

we are quite at a loaa to underataod what happened between uaurice and the 
teuhin cc=pany to h.._ve oauaed a aeveranoe ot relationship , ao we have decided to 
reaone any op1.n1on on this score. We do feel hO'nover that if the situation were 
lcmlnent before he loft hero , ho should have romal.nec! here . llnturally his briclte• 
uo bw"nod behind hlm and hio return would be awkward tor him, 

'ifo have hea.rd .frOD Francis Pan and know K. P. Chen ia on his way here . 
ture are aenral other lUtto·rs that have tranap1red over here tb&t we should have 
bun apprhed or and we had oxpeoted to hear from you with reterenoe thereto, 
ea,tclally betor• Ja:r . JC. P. arri ved. HoweTer , we belitrre we can put two and two 
tor.-ther and 4rn our oonoludona tboreform, aooord..1J:l.&ly. 

I bo•e peroonally oucceeded 1n accogpllahln& a outfioient rotor.. of the 
!WI olblatl on, 10 t hat I haYo little cogpunction now about harln& been away tram 
:q Job ror a year. .It l eaat the oupplior 11 n'"' back 1n buoineu and if the Idiots 
'I!>> oan think only or pl,ano for control of thh o.nc! ocmtrol or that, oan be held 1n 
chock, thin•• may so along IIWil:mingly, I hue dnobod quite a bit of' roy sleeplns 
tllle to thh oauoo and feel that neither aide hao been neglected. lfe oan faoe any 
ooe wl t.hout fear or juat crl ticiom and if certain thiuso have not been done, i t hao 
not been the fault of the oolllllisaion and breakin~ up the letharsr of "whole nation 
oamot be oharr;ed atai nat thrM men. 

From here on., our work will bo mostly in oouneotion with actual operations, 
u their ability to work without pressure 11 nil. therefore , expect nry little 
b the form ot further recommendations and auggeationa., the volume ot ma.torial thoy 
h&Ye on ha.nd tor tuturo reference should auttioe tor at l oaat, a five year pl an. 

i'f't txpeot to loa.ve here about the la.a-t ot July 10 1.1 to not override the 
e:qint1011 dato ot our inaurance policies., unleaa they renew thea, which at thia tiM 
Ia h&l'dlJ praotloable , 

{oigned) 

Youra alcoerely , 

Andy Balli 
c. w. Van Patter 
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O)lera tor: 

P. .J( .Jr: 

Opernt or: 

CoMr . Guy 
?elveri ng: 

?.: 

£ .!' .Jr: 

H.~~ . Jr : 

E: 

H.H.Jr: 

P.: 

E.!!.Jr: 

!-! : 

!! : 

!! . r: .Jr: 

!!: 

I have Commi ssi oner Helvering. 

Right . 

Go ahead. 

Hello. 

Hello . 

Mr. Secretary. 

Yea. Go ahead, Guy. 

On t hat big case in Chicago 

Right. 

June J, 194o 
ll:JS a . a:. 

I gave tha t memo to you that showed t he total 
pa~ent of elght and t he me t hod at payment . 

Right . 

What I want to get la -- I -- clearance tram you 
that we go ahead on t hat basl8 ot one change. 
Now the change ls in the second and third year 
instead ot the mill i on dollars at one t ime. !hey 
want t hat split i n two pa,.enta at $500 thousand 
eaoh. 

Right . Now it you recomnend it, it's all right 
with me. 

Well, I .. .. .. 

The t otal eight just stays t he same. 

Oh, yes . 

All r lgbt, Guy. Is t hat all you want? 

I just want ed t o ge t lt clear and see 1t there 
was any question you had about 1t and 1t not 
we ' d go ahead • . • ..• 
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• 
H.M,Jr: 

H: 

H.::.Jr: 

H: 

!!.V..Jr: 

H: 

H.!!.Jr: 

P.: 

H.M.Jr: 

R: 

H.~~.Jr: 

R: 

!.X.Jr 

- 2-

Jfo . Go ahea4, ou,.. But When the thine 18 
t1na11J' 11gned aDd aeUled, I want J'OU oYir here 
and I want to g1Te that thing a little publio1tT 
beoauee arter all lt • • the !reaaur,- that•• done 
thle thlq. 

llurelJ'. 

And I want J'OU over here and rou alght be 
th1nlt1q what ve ahould ••T. lee' 

Yea. 

And I'• golng to haTe a apeolal preae conterenoe 
v1 th rou preent • • ••• • 

All rlght. 

•••.•• whenever I algn lt. lee' Whenever lt'a 
aettled. 

See, thla wlll be an otter ot oompromlae whloh 
will have to come to ,ou tor aignature. 

Yell, When I elgn it, I'm going to have a little 
oeremon,.. 

Yeah. All rlght . (Laugh•) 

All right. 

!hank J'OU • 

All right. 
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c 
H.l-!.Jr: 

O)lerat or: 

Hello . 

J une 3, 194o 
12: 01 p . o . 

You can t alk to Mr. Doughten. 0o ahead. 

!l.l! .Jr: Hello. 

Congreaaman 
Robert 
Dought en: Oood mor ning, ~!r. Secretar y . 

!l.l!.Jr: Row are ;rou, Bob? 

D: 

:! . ~ . Jr: 

D: 

~ . :r .J r: 

All r ight, Henr:r. How are ;rou? 

Oh, I ' m tine. 

Well, that's good. 

( D: 

I was up hoeing my potatoes. 

How• s t hat ? 

H.l! .Jr: 

D: 

D: 

D: 

H.l!. Jr: 

D: 

( !!.~!.Jr: 

.. 

I was up hoeing my potatoes. 

Yenh, I heard :rou were. Well, I hope you 
round them growing good. 

Oh, yeah. Everything iB going tine. 

Good. 

You called me Bob. 

Vel~ , I called Saturday. I t hought I'd check 
with you. You t old me t o call you back upon 
t hat apnoi ntment t hat you know I spoke t o :rou 
t he other day, and yo~ ea1d ceil you baok on it. 

No , what I said was it you would give t he fact s 
t o me or to Sull1 van, we'd go through with it. 

Well, I -- all t he facta I had were -- I gave 
you when I was down t here. 

Yeah. Well , What do you want ue to do, bring 
t he boy ln, or what? 
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D: 

R.X. Jr: 

D: 

H. M.Jr: 

D: 

!I.II.Jr: 

D: 

H.I!.Jr: 

D: 

c !l.l!.Jr: 

D: 

H.l!.Jr 

D: 

!l.li.Jr: 

D: 

H.l!. Jr: 

D: 

l!. ll . Jr: 

- 2-

Vell, be•• here nov. Vbat I want to do 1e -- 1e 
to aet out - - to turn the oaee oYer to eo .. 
1nYeet1gatore, :rou know, 

Yell, I tell :rou What you do. 

Yeeh. 

Bend h111l down to ••• Rom an 'l'hompeon at 2:00, 

It I oan get 1n touob w1tb h1a, 

W111 :rou' 

Let•e eee, eend ~ down to eee Koraan !bompaon, 

Yeeh. He' • •1 Ada1111etraUn Aee1stant and he ' ll 
take good oare ot b111. 

All l'1ght. 

Now What are rou go1ng to do about th1e bill? 

Yell , we•re holding hear1nge we•re go1ng t o oloea 
tomorrow at 1:00 o•olook, and we'll eee what we 
oan do attar we get through with the hear1nge. 

o. J(, 

I'll be right attar 1t. 

.All r1ght. 

'!'hank fOU • 

'1'hallk fOU • 

Oood-bye. 
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H. M. Jr~ 

General 
Karehall! 

K.M.Jr : 

M: 

K.M.Jr: 

II: 

H.M.Jr: 

IC: 

H.M.Jr: 

M: 

H. li.Jr: 

K: 

H.M.Jr: 

M: 

H.H.Jr: 

M: 

- -

llello. 

June J, 194<> 
12:06 p.m. 

Mr. Secretary, General Marshall. 

llow-do-rou-do. 

Good-morning, air. 

General? 

Yee. 

All I right -- ah -- that thia queat1on ot aelllng 
theee separate guns and uaunit1on haTe reached 
- - baa not made anr progren? 

No, a1r. I 1Te gotten the - - had the, vboeTer 
the Allied ~urchaalng agent 1a, agent onr here 
with me. I Te gotten him in w1 tb General Weuon, 
I 1Te been working out all the detail• and I'Te 
got the amendment to the law now betore the 
Colllll1 ttee tod&J. 

Yeah, but I thought that Woodring waa going to 
get a letter trom the Attorner-General . 

Well, Kr. Woodring went into the letter. Now, 
Mr. Woodring ien 1t here right now. What h1a 
anawer 1B I don 1 t know, but I 111 check up on 
that . lie's in Ianaaa CitJ and gete back tonight. 

Well, could rou check up on that? 

I'll check up and let rou ltnow. 

Well , at 4:00 o' clock. 

Yea, I'll haTe that then . 

And the other thing waa, I thought ther were 
going to pack up that atutt -- the Arm1 waa, 
80 that ....•. 

We arranged -- I had them brought -- I had 
Kr. Pun18 brought w1 th all theee people to 
General Weaeon to t1gure out the moat exped1-
Uoue war ot handling 1t, and how we would get 

' S7 
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( 

H . ~: .Jr: 

l!: 

H.l!.Jr: 

M: 

!!,H, Jr: 

}! : 

!!.~!. Jr: 

l! : 

R.l<.Jr: 

ll: 

!! .l!.Jr: 

M: 

R.~! . Jr 

V.: 

- 2-

the thing aoroee to make the ebip~ent -- in order 
to do 1 t , and to f 1nd out from Mr. Purne 1t he 
bad an,. -- 1f he had an,. particular intermed1&r7 
in View that ve could make the initial d1okere 
with. But I ' ll check up on all of that and get 
1t baok to 70u. 

Well , l'a right. I t alked to Purrte. He got 
noWhere. 

He got -- he got nOWhere. 

!bat•e m7 impression. 

Well, then I'll -- I ' ll talk to ,.ou at 4:oo 
o 'clock. 

!bat•e Yh7 I vas calling the meeting 
and I thought I would g1Te 70u a littls .varning. 

Yse. Well , all right . 

I understand, vell, to uee elang, be Just got 
the run-around. 

Rov• • that? 

I understood be Ju•t got t he run- around. 

No, I don' t think he did at all , e1r. 
Not at all . 'l'here vere one or two t h1nge ve 
had t o get out of Mr. Woodring t hat ve had t o 
get to theee people V1 th. We had t o get eoaoe 
-- eoae bae1e of the operation Vh1ob tb.e,. were 
t o get out of their dieoueeione, and I ' ll get 
at t he thing right nov again before I go 
in t he next hour. 

Would ,.ou do tba~ 

Yee, I•ll do 1t. 

Beoauee I got the impreeei on that he got noWhere . 

I gaTe him t he liet and t old h1m What the thing 
vae, gaTe h1m the Whole deeoript1on, told h im 
ve needed the adJuetllente to make V1 t h 

'oa 
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• 
H.M,Jr: 

- ) -

Clea~ W.IIOD -- .. ba,_ ~ U'r1,_ a1: Ol~aia 
tbiap u a 'bal11 ror that operaUoa ao01pbble 
~ P'ania and aooeptable ~ W.aaon, beoauaa 
there are about roar or r1.,.. 41tterent th1::r. 
1n'I01,.4 ln there, But I'll pt at the who • 
bull Dill r1ght IW&J', 

!hank :rou ao .-aoh. 

• 

los 
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!!.H. Jr: 

Operator: 

H.fl,Jr: 

Arthur 
PurviS: 

P. .V.Jr: 

P: 

R.H.Jr: 

P: 

l! .M.Jr 

P: 

H.M. Jr: 

P: 

H,l!,Jr: 

P: 

H.~.Jr: 

P: 

Hello. 

Mr. PurVis. 

Hello. 

Arthur Purvis. 

Hello. 

How are yout 

Hello, Arthur PurV1a. 

Yes, ·hov are you? 

June 3, 194o 
2: 34 p. r~ . 

I ' m all rlgbt . I 1 ve call ed a meeting at my 
offloe at ~: 00 o 1 olook vlth Sumner Welles, t he 
Attorney-General and General Marshall on thls 
surplus material •••..• 

Good. 

.•..•• because I ' m not aatlaflad. I got t he 
General qulte mad t h18 morning by aay1ng that 
he had glven you the run-around. 

(Laughs) Yes. 

And I vanted t o be aura of my facta, because 
he got quite annoyed at me which vae all rlght, 
and sald that you -- he'd put you l n touch Vlth 
General Summerville -- l a that t he man's name? 

General Weeaon. 

What? 

General Wesson and General Harrle. 

Well , dld you get anything out of either of t hem. 

Well , no. You aee , what General Weaeon eald - ­
I understood from the Oh1ef of Staff that t he 
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H.M.Jr: 

P: 

H.li.Jr: 

P: 

H.M.Jr: 

P: 

H.M.Jr: 

- 2-

Job I had to do with Veeaon waa to diaeuas with 
h1m ware and means tor efteot1ng th1a tranater 
if, aa and when it became poaalble to make lt. I, 
therefore, went along that l1ne W1 th h1m and he 
had a list in front or h1m whloh covered, he said, 
not only particulars ot what they expected to 
declare surplus, but also the prices they would 
expect tor it and ao on. And he aleo had a llat 
of the things that he wanted to buy, I gathered, 
with the money that we would par t or the ones 
that they sold to ua. But he told me -- he said, 
nov I can't ehov you th1e list and I can't tell 
you the names ot the brokera whom ve believe ve 
would be vall advlaed to deal with. He said, 
I thlnlt it we can deal with one person you 111 get 
quicker results. I said, well , that sounds 
reasonable. So he aald, the type of firm that I 
have in mi.nd ie one I'm sure that will suit you 
when you hear their name, but I can' t g1 ve you 
their name yet, nor can I give you this liat. 
Well, I don't know whether that l ist vee different 
trom the one that General Marshall had given me, 
vh1ch he said was an incomplete one because he 
didn't vent to put certain thlnga down though 
he talked them with me, such a a old gun a and 
powder and so on. But then, he said he couldn't 
ahov me the list at that time, and I underatood 
that until thls change -- until the defense bill 
was through in Congress, we were sort ot held up. 

Nov that ls absolutely not true. The orders vh1ch 
they were given were that they ahould begin to 
pack that uterial which they aa1d would take 
t1ve d&Ja. 

Oh. 

So that at the end ot the tiva days, the etutt 
would be packed and be read7 to be shipped, because 
it will take t1 ve d&Je to get the bill thrcugll. 

Yea. 

And that's what they vera told. 

I see. 

And they d1dn' t do it and I 1 m ~od and sore, 
and eo ia the President, and I ve got the 
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P: 

H.l!,Jr: 

P: 

R.M.Jr: 

P: 

H.n ,Jr 

P: 

l!.l!,Jr: 

P: 

R.l< .Jr: 

P: 

E.Y..Jr: 

- 3 -

author1tJ to tell them beto~ euneet t onight, 
bJ Ood, ther•re going to do it or eomebodf'• 
going t o get hurt. 

Yell, the -- ot oouree, we -- I 1m=ed1atelJ 
t ook a ohanoe and though I d1dn• t want to 
ra1ae hopee undulr, I oabled the ltet to Monnet 
an.d 1noluded the nr~ i tea11 Whioh t he General 
couldn't g1Te me epeo1t1oallr on paper. I did 
theaa ae beet I oould t roa a Terbal etatement, 
and Monnet rang .. and laid that we 're 1ntereeted 
in the vbole damned lot. You eee1 

Vall , JOU bring t hat atutt down to-rrow, but, 
b7 gollJ, eoMth1ng' • going to happen between 
~:00 and 5:00 tonight 1n •J ott1oe. 

(Laugbe) Yell , I don't -- ot oouree , ae JOU know, 
I ' • nrr anxiou• to -- t o plar the hand 1n vhat­
eTer i e t he 'proper war and I , naturall)', tried 
t o pla)' along wUh theaa, and I -- the General 
explained -- the t h tnge, ot oouree, that I'm 
aaoet worried about are the ammunition t or the 
Tarioue tteme. 

Yell, b)' tomorrow or t bil eTen1ng we' ll haTe 
eomething and it I ban an)'th1ng det1n1te, I' ll 
han Phil Young oall JOU. 

Yea. 

Row the other t hing -- ab -- I wanted eometbing 
elee -- ah -- ob, · )'II. On tbil broker 
bueineae, eee1 Hello. 

On tha what? 

On t h1a queet1on ot haTing a broker •• • • • • 

Yee. 

I didn't like it at all and I baTe a euggeet1on 
Whioh I think u a nrr good one. 

Yee. 

ADd Ul&t u that we uee tha Aaer1oan Erpreu 
Oolq)&llJ. 

~ 72 
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P: 

H.l~.Jr: 

P: 

H.)!,Jr: 

P: 

!I. ~! .Jr: 

P: 

P: 

!! . li,Jr: 

P: 

?: 

-. 
• 
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Oh, yea. That ' s a very tine type ot one. Do 
you think t hat vas the one they had in mind? 

Oh, I' m sure it ian•t. 

That•s -- t hat•s an excellent-- I mean, that 
has a Whole to it. 

Because after all we cen publicly say they •re 
f orwarding agents. 

Yea. Yea, that ' s an excellent idea. 

I thought it vas good. 

Oh, I think -- I think -- I don• t think there 
could be anything better than that. That baa 
a Whole connotation that would be moat valuable, 

That ' s what I t hought, and t hen, I don't want 
to be part and parcel ot using a broker. 

No . I must say Wesson aaid -- he said, ot 
course, we'd much rather not do it, but be said 
on t he other hand we think we -- it's the beat 
way t o get things quickly tor you. And he said, 
you ' ll be quite pleased with the name When I 
gl ve it to you. 

Well, I don't know the nome, and he didn't 

He seid he couldn ' t give it to me. 

And he didn't give you any list. 

He ge.ve me no. The only liet I got vas the 
one I got trom the Chief or General Start 
himself. It vas a oart1al lie t and t hen 
Wesson had a great big sheet ot paper in front 
ot him which vas tour times t he ai£e ot t he one 
that t he General had ehovn me, but he said be 
couldn't show it to me. Really, as a matter 
ot t110t, what I -- everything I got, I got from 
General Marshall. After that it was merely a 
question ot trying to cultivate aome good will 
with the other two men, pending their being in 
a position to go forward, and the technical 
f ellows that I had there, there val nothing tor 
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I!.II..Jr: 

P: 

H.K.Jr: 

P: 

B.M.Jr: 

P: 

H.M,Jr: 

P: 

H.l! ,Jr: 

P: 

B.M.Jr: 

P: 

l!,M,Jr: 

P: 

P: 
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\hn \ o do at that ate.ae. You ... , 8o the:r all 
wen\ baok -sa1n. But I don't wUh to g1n 11111 
1spreee1on tbat I waen 1 t aolt oourteouel:r reoe1Yed. 
I wu, 

Well, that•• ali Yer:r n1oe but that doeen•t get 
JOU reeulte, Look, :rou do the oourteoue etuft 
and let • be the rougb gu:r. 

(Laugbe) Well, I trankl:r telt that I 1111et pla;r 
1t out that wa;r, teel1ng that :rou would keep 011 
pueh1ng Where :rou oould. 

Well, we will and the other thing that :rou a:r 
be 111tereeted 111 know111g 1• that the Pree14ent 
vantl ae to oo11t1llue doing thll work 011 the 
to.reip purohu ... 

'fhanlt God tor that. 

Vell • • ••• • 

(Laugbe) \'hoee are 111 Yer:r llnoere .. 11tlllente, 

Well, an;rva:r, Wbile :rou oone1der -- :rou oo11t111ue 
being a light and I'll be t he r ougb 4iuon4. 

All right. (Laughl ) 'fhanlt :rou nr:r nob. llball 
I o 011e dovn to110rrovt 

Oh, 4et1Dltel:r. I'• oount1ng 011 :rou tor lunoh, 

Oh, eplen414. 

And I ' 11 han lleleon here at that tlae. 

\'hat v111 be eplen41d • 

.ln4 then :rou oan eta:r afterward• 1t there 1 e 
an:rtblng to talk abod. 

All right. I'll ooae along at 1 :00 o•olook 
lt I don't hear troa JOU. 

!light. 

'fhanlt :rou nr:r nob, indeed. 
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H.M.Jr: 

P: 

H.ICJr: 

P: 

H.M.Jr: 

P: 

H.M.Jr: 

P: 

H.M. Jr: 

P: 

H.M.Jr: 

P: 

H.Jo!.Jr: 

P: 

H. M.Jr: 

P: 

H.li.Jr: 

P: 

H.M.Jr: 

P: 

.. 
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Do you vant to bring Bloch-Laine? 

Just as you &AJ. 

Well, that's up to you. 

All right, tine . 

And, by the vay, could Jaoquin be around 
trom 2:00 o 1 cloolt on? 

Jacquin trom 2 p.m. on. Yea, I'll have h1m. 

Why not have him at t he ottice here? 

AU right. I s there any hope t or h1111. 

Hov do you mean? 

Any hope tor any planee? 

No, but I want to talk engines to h1m. 

Want to tallt engines. 

Yea. 

All right, I'll tell him. 

I -- I want to talk engines with hilll. 

All right, I'll tell h1m. 

Well,lt I don't hear trom you, I ' ll set the 
table tor Bloch-Laine. 

Thank you very much. 

Right . 

Much obliged • 
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l!.l!.Jr: 

Operator : 

H.M.Jr: 

William 
lnu.ben: 

H,l!,Jr 

t: 

l!.l!.Jr: 

H.M.Jr: 

(: 

H.li.Jr: 

X: 

H.l!,Jr: 

(: 

B.l!.Jr: 

(: 

Bello. 

xr. budNa. 

Bello. 

J\UM 3. 1911o 
3:55 p.m. 

Bello. llorpnthau epeaklng. 

Yee, Ur. 

xr. Jl:mld .. n, at luaob wtth the PNI14ent, I 

weat OYer the whole ettuatlon an4 told thea 

about tb1e oonY81'8aUon thU aomlag, an4 1t1 e 

entirely agreeable w1th the Pree14ent that I 

turn eftl'Jth1ag oYer to :rou. But a• tar ae the 

airplane tblng goee , he 0 4 like to announoe that 

biaeelt toaol'l'OW at hie own preee oonterenoe. 

I 4on•t UDderetan4. 

!be Pree14ent 11 going to anaounoe 1t hl ... lt 

to110rrow •••• • • 

Ob, ;pee. 

, ••••• at the Pree14ent'• preee oonterenoe on 

!'uel4aJ atteraoon. An4 he U going to explain 

it to the preu b1aeelt that I ' a golag to turn 

oftr What I'n been 4o1ag to ;rou. 

Yeah. '!'bank :rou Ye17 auob. 

But he w1ll npla1n it biaeelt at hie own preu 

ooaterenoe on !uee4aJ. 

Yea, Xr, llorpnthau. 

How•• that! 

nne' tbaDJt :rou. 
11cnr, I han here a oouple ot let tare that •J bo;pe 

waate4 .. to ••114 to the ~ an4 KaYJ'. het 
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X: 

P..!!.Jr: 

!':: 

R. I!.Jr: 

It: 

P.. ll.Jr: 

1': 

l! . li.Jr: 

l!': 
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Yea. 

And before I eend thie, I'm going to aend 1t over 
to you and 1t you ' ll Juet write aoross 1t, o. x. , 
or please hold, vh1ohever way you like •••• •• 

Yea, s1r. 

But 1t hae to do with planea and I don•t want to 
eend it unless it'• agreeable to you • 

.Ul right , sir. 

And I ' ll send 1t over -- I won•t bother V1tb any 
letter. 1'11 just mark it outaide, ¥~ . Xnudsen, 
and aend 1 t oftr and you oan aend 1 t baok to ,. , 
please hold, or o. X. Will you' 

Yea , Mr. Seoretary. 

Thank you. And any time now, Just give me a 
ring. 

Well , I -- yes , I e~eot to oome over and aee 
you age1n. 

o. x. 
Thank you. 
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H,M. Jr: 

Operator: 

Arthur 
PurY1e: 

J! ,I(, Jr : 

P: 

B,l', Jr: 

p: 

B.M.Jr: 

P: 

H.M.Jr: 

P: 

R.M.Jr: 

P: 

R.H. Jr: 

P: 

Hello. 

Mr, P\ll'"t'1&, 

Hello. 

Hello. 

Good a1'temoon, 

Hov ere :rout 

Ver1 vell, thank :rou. 

J\Ule ), 19'-o 
~1)7 p,a, 

Look -- juet a aeoond. I want Oener&l Marehall 
to 11aten to th1e, 

I haTe a 11et here betore me and -- ot aater1ala 
and he'd 11lte 1ou to tell me vh1oh thlnge that 
;rou1d 11lte t1ret, Beet Hello. 

Wb1oh ve•d 11lte t1rat, 

Yea. 

Well, he told .. on the tel ephone toda'l • ••• •• 

Vbo d1dt 

Monnet told ae on the telephoM toda'! that a 
oable ... on the vq t'o a g1 rtnc .. .., repl'l 
on that pr1or1t'1 queet1on. 

lo that 1t' a juat a queat1on whether we ehould 
b14 ton18ht or Vbether I ehoul4 va1t untU 
toaorrow mol'll1118 tor u. I'• quite prepared 
to aq atra18ht av&J, tor 1utanoe, that the 
aaoh1ae -- t hat the 500 gwae1 the 75 a111t.ttar 
lUll'• I'• nre U aoaeth1ft8 thaJ want etral&ht 
awq, all the )0) ~U1oa that the'! oan get 
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!I.M,Jr: 

P: 

R. M,Jr: 

P: 

!!.!!,Jr: 

P: 

H,M,Jr: 

P: 

H.M. Jr: 

General 
Karahall: 

P: 

!!: 

P: 

)(: 

P: 

• 

- 2 -

and twioe and 'hre• U aee ae IIUOh atralgbt 
away. 

J u•t a ainute - - Ju•t a minute. Hello. 

Yee. 

'l'he queetlon the General vanta to know -- are 
these 75 tield guns going to the Br1t1eh or 
J'renoM 

Yee . A• a aatter ot taot I th1.11lt they'll --
ve han the deaand troa both enda and I think 
t here • e going to be a emall var in London vbioh 
Xonnet hae got to eettle aa t o vbioh gete the 
benetlt ot thea. 

Yell, it :rou oan get 500 ot t hose 75 aillimeter 
guna, :rou•d l ike that tirat. 

Yee. I think perhape there • • one t hing in rront 
ot that . Perhape, t he 30 ball ammun i tion 
might be even more i mportant t han that. 

Vall, nov, would rou mind holding on a moment? 

Yea. 

( 'l'allte aside t o General Marshall • • • • . • get on 
t h e phone and rou oan t alk to h1a t oo. Seet 
You oan taJ.lt and ask rour ovn queatlone. Yea, 
on t he aaae phone. ) 

'!'hie 1a General xarehall epeaklng. 

Oh, yea, General. '!'he ball llllliUDitlon ve would 
l ike to get juet immediately. 

Yell, nov, you're epeaklng or .JO oaliber - ­
.30 -=1 t1on' 

Ye•. Well . . . .. . 

Well 

We need all or t he asaun1t1on or t hat kind t lutt 
va oan get. 

l79 
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P: 

!!: 

P: 

M: 

P: 

1!: 

P: 
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Well, nov, Vbat weapon 4o JOU use t.hat 1Dt 

Well, t.he aeeUIIJ)t1on 1e t hat the .30 will go 

vi th eome ot 70ur •••••• 

Yee, well , that• a Vhat I'm getting at. Unleae 

you have the Enfield& JOU don' t vant tbe 

a-unitlon. 

We ' ll want the Ent1elda too. Yee. 

Well, I ltnov, but 70u 1 ve got to han the entielde 

in order to want t he MlllllDltion. 

Yea. ot oouree, the &ntielde -- the only point 

there i e that tbe &ntielda are r at her out ot 

proportion in number to the amount ot amMunition. 

Yea . Well, what I ' m trying to get at ie, Vben 

you eay your pri ority 1e JO oaliber aJIIlllllnltlon, 

you have to quality that by ea ylng t hat JOU IIU8t 

have the veapon or you don•t want the ammunition. 

Aa I r18b" 

Absol u tely true. 

Mov ot t he .veapone , Vhioh are the tiret priority? 

Well, aa I vae Juet eaylng to Mr. Morgenthau, 

Mr. Monnet baa oabled me eaying -- tel ephoned me 

earing the oable giving t he partioulare le on 

t he way to me nov. 

Yea. 

It I had to gueee tonight before that gete here , 

I would eay t hat the rltlee, at leaet ear 200, 000 

ot them, even it we oouldn1 t get the Whole lot, 

all tbe alllllunitlon and the tield gune and I ehould 

eay that t he Brovnlng II&Ohlne gune would all be 

TerJ •••.• • 

Browning aaohine gune ••• ••• 

Ye•. 

. . . . . . r ather t han the autosatlo rifle • 

And tbe autoutlo ritle, I thlnl< • 
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P: 

l ' 0 .. 
P: 

( li. !-!. Jr: 

P: 

H.H.Jr : 

P: 

H.H.Jr: 

P: 

R.M.Jr: 

P: 

H.}!.Jr: 

- )l. -

Well, :J'OU1re putting that on the eue prioritr. 

I think eo, r••· Ae a matter ot taot, ae tar 

a a I know, all the t hings in that etatelllllnt 

that rou gan me -- the tiret tour 1 tame anyvar, 

and then the i te11 ooYer1ng the ball umun1 U on 

are all in t he e&llle grade. !be onlr 1tll!l8 I 

would baTe -- I thi nk 1t might be vue to wait 

until t oaorrov would be the =ortare, though I'a 
prettr sure ther'll be wanted, beoauee Monnet 

aaid that eTerJtb1ng on the 11at vee Tery 

interesting, and ot oourae 1t1 e a little d1tt1ou1t 

on the Levis, Vicker• and Marlin maohine guns. 
It ll1gbt be vUe to wait t or the oable. 

Well, all right, t •Te go t t hat down. !hank you 

Tery auob. 

Thank you, General. 

Hello. 

Yee. 

Juet a mosent, pleaee. (Talke aside) 

Well, thank :J'OU very auob. Hello. 

Yee. 

I think it you would do thie, it you could 

telephone to Monne t •..• • • 

Yea. 

• • • • • • tba t v.r. Vell.e •, General Karahall and I 

and the Attorner-General are breaking our neoke 

to try t o do th1e, and we 're not letting anr 

graae grow, t hat it's very, Tery difficult on 

aooount ot the law and would he pleue get t hat 

word to Aabaeeador Bullitt. 

Yea, yee. 

lleet 
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P: 
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Yee, I will. 

But I wish you 1d please call him &till tonight 
and tell him we're doing ever ything humanly 
possible to find eome way - - ae I told you the 
story about General Marehall and how he got 
hie Oh1neee ataaenta pai d tor, 

(Laughe) Yea, I remember . And I have that eame 
feeling ot oontidence. 

Vall, 1t he oould do that, he can do tble. But 
pleaee tell Y.onnet ve•re Juat a• a:r-patbet1o as 
we can be. ¥.r. Woodring will be back 1n the 
morning and Oeneral Marllball 1& going to eee hil!l 
at 9:00 o'clock • ..•.• 

Yea. 

• •• ••• and would h e pleaee get that word to 
Ambassador Bullitt that no atone ie being lett 
unturned. 

I will. I'll telephone him etra1gbt away nov, 

Will you? And t his amendment that we're oountlng 
on, we think 1:111 amendment will be introduced 
thle afternoon on the floor ot the Senate. 

Oh, really. 

Yea. 

Good. 

'fbe plan ie that the amendment vh1oh will lUke 
1 t poeaible t o do thie will be introduced tble 
afternoon. 

'fery good. 

So e'ftrybody 18 straining every ner... to come 
through. 

1'banlt you Tery much. Ab -- may I &Ilk you one 
other thing? On the - - 1• there etill -- ie 
there no chance yet on the -- 18 the po81tlon 
1n regard tc airplane• uncb&ngedt 
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H. M.Jr: 
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P: 
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P: 

H.M,Jr: 

- 6 -

Well, aa tar aa I know. Mow, Juet a moment 
let me aek General Mare hall . ( ! alke aeide) 
There ie no ohange, untortunately, on the 
airplane e. 

No, or on t he deetroyere, I euppoae. 

No , I think the Preeident oroeaed that about a 
week ago. !he Preeident, h1meel t, 1e tira on 
the deetroyere. 

I eee. 

But :rou did get 20 ot the epeed boate. 

Oh, ;rea, and appreo1ated them tremendously. 

Yea . When do thoee del1Yeriea &tart' 

July, I bel1eY&, and tintah 1n Daoember. 

Good. But on the deatroyera, the Prea1dent, 
himaelt , is -- haa ea1d no on that. 

I asa. 

.1 83 

I ea;r the Preeident hae ea1d no on the deetroyer e .••.•• 

I aee. 

...... and he'e quite rtrm on it. 

I eee. 

Right. 

!hank you Y&rT muoh. 

!hank :rou. 
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It 1a well 

our J.rW(f ud la"f)' are at the peak or thea peaee-t1• atrenrth, 

Recent nents ha•e ude it illperatbe to increase this atrenrth 

tar beyond 11117 prior peaea-time requue•anta. Realuing that 

such a condition aight arise, the Oovern•ent baa not been idle. 

It is tully prepared tor the probleu now eontrontinr it. --
In norll&l. peace-tiJDe 

1
induatry 1a able to Hat the norul 

peace deunda or the Ar• and la"f)' tor production ot Mterial. 

But when thue deunda are Yaatly increased, tar beyond norul 

requil'e•eota, industry cannot be expected to be geared up one 

hundred t old onrnigbt. Such an emergency requuea that the 

Govern•ent aid industry to do ita ahara. Government tunds 

must be available to stimulate production, and it becomes the 

responsibility ot the Treasury Department to meet the probl811 

ot financing to aid production, Aa Secretary ot the Treasury 

I have been charged with thia obligatio•. I alao was apec1t1call7 

directed b:r the President to take ell naceaaary ateps looking 

towards the neceni1;T tor Yaatly increased production ot auplana 

ens1nea , I haye t ollowed these instructions and in cooperati on 

with the War Departeent and the layY prepared ror such increased 

production. To this end I haYe kept in close touch with Allied 

purchases, The moat expert adYice baa been secured tree those 

best equipped to gl•e it, whether in or out or Governeent aerY1oa. 
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Mead was appointed as Assistant to the Secretacy. 

His experience as bead of Pr att and Whitney, menut aeturers 

of a irplane motors , has made available to the Government 

one of the best qualified persons 1n this important tield. 

Nelson resigned b1s position as Execut iTe Vice Presi dent ot 

Snrs Roebuck and Company to become Director of the Bureau 

ot Proeure•et~t. As director, be is now the head ot the 

Bureau responsible tor GoTernaeDt purchases, and has under 

him an able end highly t r ained statt. llr . Belson ' s qualifi­

cations and well-known talents are now serT1Jlg his countcy 

in their .D05t u 5etul field . 

We have been preparing tor an emergency. The time 

has now arrived when it i 5 deemed necessacy to take the steps 

tor wllich we haTe prepared. llr. Knudsen and hi s associ ates 

have been called to Washingto.n to a id 1n this work . To llr . 

Knudsen has been assigned the extremely important t ask of 

speeding up product i on. This mor n 1n& I conferred with h ia 

with particular reference to airplue enc1nes, and told of 

t he steps that had b eeft t alten 1n ant icipation of the present 

conditions. I ad,.ised him that I, together rlth all tbe 

members of the Treasury Department were ready to work with 

him at any time, and that all our t ac111ties were at his 

d i sposal . The Trea sury Depar tment feels gratified that llr . 

Knudsen 1111d his usociatea are to work on these all-essential 

duties. 

u.~ 
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fii£Aenpy DD.&II'riO:II! 

Inter-Office Oo--an1oat1on 

Date: Jlme 4, 1940 

to: 8eoretar7 JCorgentb.au 

!'!!OK: Dr. George J. llea4 

!be t100 AllUon eag1nee vhioh were r1m reepeoUYelJ 

at De;rto n and lnd1 anapolU v1 th a r educed power rat! ag ot 950 

hp. inetea4 ot the contract rating ot 1090 bp., ool!pltted 50 

hou.ra aa r eport ed to 1011 on lla:f 31. Baaed on the ool!pleUon 

ot tbeae teats, it aee .. d reaeonabl7 aate to releaee eng1nea 

tor production at thia reduced rating. In Yiev ot the large 

nwaber ot tailurea 1n the paat, hoveYer, it vas thought dea1rable 

to Uke t100 a4d1t1onal atepa: t1ret, to Uar down both enginee 

coapletel1 and aake a thorougb exaaJ.nation ot the parts, and 

aecondly, to continue the teau ot thaee angi nee, it found to 

be ln good condition, to 100 houra each. !elterd~ afternoon 

the tear-down reports becaae aYailable and 1 t vee tound that 

the Da:fton engine had two craolr.ed ooMeoUag rode and tba t one 

or the oranlr.ahltt bearing• ha4 tailed, while the Ind1anapol1a 

engine had a faAIU'e ot the aupercharger 41'1.,. at lbi holll'e, 

lihlch required a penalty n&n, •lr.tng a total ot 70 houra on the 

engine vhan d i eaeeeab.l.ed tor final i JII .. ecUon. At the t Uae 

the tolloving aa1n oastinga vere found oraelr.a4: the reduet1on 

sear bouling, the oranlr.oaea and the aooenor7 houai ng. !ball 

tauuree throw an ant1rel1 different light on the ai tuat1on and, 

1n Yiev ot thea, I ea1le4 Mr. Sloan iaaediatll;r v1 th the r eeuU 
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To secretary Morgentbau 

- 2-

th.\ t H)', 0. E. Hunt, the ebier engi neer or General Motors, i a 

nere today to d1soues a progr&JD or oorreot1ng the troubles in 

tlle quickest way possi ble. I will adT118 )'OU Jus t aa aoon 88 

a det1n1 te plan or action has been determined. 

(Signed) George J. Mead 
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PNWRR4 P or m '9f!tM UORJIP 

Secretary ot State, 

Washington. 

Londop 

MOST CONFIDEII'l'UL J'CI\ SECRETARY MCIIGINTHAU AIID THE 

SECRETARY OF STATZ. 

191 

I aa 1ntoraed b7 BeaYerbrook tbat the beat engine, 

ot w1oh plaae are alread7 1n the United Statu, 1a the 

1 0entaurue1 • Two ot theee are alread7 worlt1ng v1 th uaaz-

1ng reeulte. We can haYe thea 1t ve vant and please ad­

Y1ee ae qu1ckl7• 

1 Vll.l 
1 IU 

• 
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"" ) JSAIISWIIR !111CESSARY: 

192 

I AIISW£iW> BY: 

l);oUiiN&o "' 

I 
~ 

c.,..-
ll•. lld 

J'o<L n-. 114. 

•r. ().w:h,.. 
Mr. H.,.._. 

Hr. o;.v;.o ~o. •. 
.... Wrti• ~ 

Jlr.~ 
ILE'UJII 
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!01 Aaerioan Elllbau1, London 

DA'l'll June 4., 19<10 

l 'rRI OTLY CONP'IDJ:N'l'UL J'OR AXBASlWlOR 
:O:IINEDY FROM 81<l!IJ:'!'.ARX MORGENTIWI 

Reterenoe 1e aade to 10ur telegraa no , ~ ot 

J une 4., 2 p, a, 

W111 7011 pleaae extend our thank• to Lord 

BeaTerbrook tor the Tert lt1n4 otter llbl.oh he aade. 

Plea•• 1ntora b11l, honTer, that ve are not 1ntereete4 

1n the 10entaurue• 1t 1t 11 an eighteen 0711nder engine 

aade bJ the Briatol Oomp&D1• 

HULL 

! 93 
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ll11 7ft ldal1J' ...& ~ fe11 7 1 _.,IF*• 

•Mala&a ..... s.-. 

*'M' •••11:1& M ·=·••• Will ,.. ••J•"a 
·· . 

..,_ - ... 1~. 1-. Ia, I J••• 

n.. ,..,. loe~ I •• •"'•• fu .U "IF ldat .,_ lo&t 

lalen Ilia UN 11 ~ •ows w1 La .. •'IM•• q1Wer ...s­
... 'r \lie lrlo .. l 01 5 'II' w an ... &I&Mftnet La u.• 
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NAVAL MESSAGE 
(NAVY DEPARTMENT) 

I ~ ·····-·····-· ---- .. To 

§ 
Rclft,.te4 '' -~·· (AI~-,·· ············-··-11--!--
l)uo 4, JUNE .. 1jl4.¢ ....................... ~ 

~ITt! 10 

am'Tist; 1o 

To 

······- -· ..... @ 
X • ..... - ...... _ 2 
~ .. ··-··-·-··········-·· 

0>0 ,._,.,_..,.-!-,--._,.,.,M 1" ... 1. -ACCt 

ONE HISP~NO-SUIZ~ 12 CYLINDER ENG INE WILL BE 

SS W~SHINGTON LE~VI NG BORDE~UX 8 JUNE 

DE .. .---. 
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June 4 , 1940. 
3tl5 p.m. 

liK ALLIED PIJRCRASIIIG PROGRAJ.I 

Presentr 

H. I! .Jrt 

Fol ey : 

H. lt .Jrt 

Poleyr 

Mr. Foley 
Mr. Young 

Ed, tell me what happened after dark . 

\'/ell , we went back to my room, ao you 
know. \'Ia otayod there until about 
seven o'clock . General Marshall and 
Francia Biddle and Pehle and Oscar Cox 
and Huntington calma and I wore there. / 
Wo diacuaood tho situation 'Ill. th General 
llarahall ao that all or ua understood 
it a lot better than we had when we 
wore 1n bore and we 0ot together on tho 
different approaches that wo had to the 
problem. we round out t'r<JIIl Oenoral 
Jlarshall tba t all or tho ~ una and the 
materiel other than the ammunition, tho 
Army bad 1n its possession prior to 
July 11, 1919, which made it possible 
to dispose of it throut)h eale 111. thout 
publi c advertisement under tho Statute. 

What ia the significanoo of that date? 

The significance of that date ia that 
tho Secretary of liar was given power 1n 
an act passed right after tho World war 
to dispose by aalo upon such toroa aa 
he doomed -- property t hat ho baa then 
on hand, when the Statule was paaaed, ao 
that th i s property other than t ho AIIID.Ini­
tlon, which I will mention later, could • 
be a old under that Statu to w1 thou t any 
public advertisement and it was silllply 
a question of aacorta1n1ng tho fair value 
by a ppraisal or that property and the 
Secretary or War could get rid or it. 
That was under existing law without any 
amondments or without any new legislation. 

Insofar aa the ammuniti on 1a concerned, 
he didn't want to declare i t was surplus 
because he didn't ha vo enough ammuniti on, 
but tho ammuni tion was either unusable 
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H. :4. Jr: 

Foley : 

H. t: . Jr: 

Poloy: 

H. '' . Jr l 

- 2 -

or it was deteriorated and where he baa 
deteriorated or un.ervioeable or unusable 
ammunition, he can turn it back to the 
manufacturer, ge t a credit , and then get 
new ~nition and we pointed out to him 
that under that power which wae conferred 
on the Army 1n 1926 he could work out an 
arrangement whereby the powder that he had 
on hand which would become deteri orated or 
unserviceable 1n another year or two --
he doesn 't know when he ia goi ng t o need 
it - - could be turned back to Hercules or 
Atlas or m i chover powder company he wants 
to deal w1 th insofar aa future orders are 
concerned, and then they could dispose of 
1t to tho British purchaa1ng com~~~1as1on 
and give them a cr edit for the amount t hat 
the British purchasing c~iao1on paid to 
Hercules or Atlas on account or future 
deliveries of such powder. 

The Attorney General and ourselves worked 
out an opinion which he signed, together 
with a memorandum expla ining how the 
Secretary of War could operate unde r the 
opinion to effectuate the pl an that we 
d1aouased. 

1'/e went over this morning and talked to 
Marshall and Marshall had made up his 
mind when we got over there that he was 
going along and it waa simply a question 
then of talking to the Se cretary and gat 
him 1n agreement, and that proble" waa 
relativelj easy. Biddle waa quite per­
suasive --

Di d Biddle give a formula! 

Yea , he gave a formula. 

Ia it very long? 

No , it is two pages. (Handing document 
to secretary.) 

Incidentall y, 1a there anything -- you or 
Nrs . Klotz said something about having 
the Army people notified that Purvis is on 
his way down. 
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Youns : 

Ji . !.l .Jrl 

u. M. Jr: 

Young: 

H. !.! . Jr: 

?clay: 

H.M. Jr: 

:oley : 

Foley: 

H. !A . Jr t 

Fol ey: 

H. ll . Jr: 

Foley: 

Young : 

li . I!.Jr : 

Foley : 

Young : 

!Ll! . Jr: 

Younn: 

.. 

- ;) -
I tol d them. 

You have told them? 

Yea . 

Oh, you are 1n touch w1tr Mrs. Klotz? 

Yes, 

Where did you do thia , all 1n your oCCl ee! 

Yea . 17e cave him a mel"lorandum, too , that 

Now, what happened t hla 1:10mtns at the 
War Deparbent? 

TTell, we saw --

T/ere y ou over t.>usre? 

Yea . 

Oh, good, I d idn't know thRt. 

'los. Francis Bi ddl e and Oscar Cox and Phil 
and I met over there 1n Marshall's off lee 
at a quarter or n.ine. Marsha ll had General 
Gullion, the Adjuatant General of the Army, 
present . He was very much impressed by the 
fact that the Solicitor General of the 
Uni ted States was there, his superior 
officer. Re said , "lie 1s my aupre~e court 
and What he says soes.• 

Is tha t what he said! 

Yee . 

Yes. 

Io that llha t he s aid f 

And the old general --

He told the Secretary that, too. 

Did he? 

Yea • 
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He looked to the Dopartment of J ustice and 
what they told him, he didn't ques tion, 
He told Vioodring he was perteotly aat1af1ed. 
The general i s very practical and he 
started talking about getting this stuff on 
the care and getting it shipped either to 
Cnnada or to a&yonne , !lew Jereoy, where it 
could be stored until the Br1t1ah made up 
t heir mind what boat they wanted to put it 
on and 110rk out the t1~~• · Ho said they bad 
it all appraised, The1 knew What it ..,.s 
"<lrth. So he could 1110ve any time, I think . 

\Tell , be was stalling for r.oodring . 

Yee, he was stalling to r Woodring ' a sake 
and be d id sa1 this , Nr . Secretary, and I 
adl!llre him for it, Down 1n our office he 
took his hair down and he sa id , "!low, every­
body 1n town is shooting at Woodring and 
trying to put him on the spot and I don 't 
want to see him get on the spot. Every­
body is trying to get him out o f thoro and 
I am no t eo1ng to be n party to it , " which 
I think was all r1(1ht . 

He said he wean • t going to g1 ve anybody any 
excuse for 1 t. 

lfua t about the Unrch orderY 

'lba t was ver1 funny . rloodrln8 - - I bad 
aeon Pearson • s oolw:n yesterday and I 
d idn • t know where the thing had oo""' fran. 
I thought it might have cane out of here 
and I tbout;ht tha t Woodring tliebt think 1 t 
had, anyway, a nd ~ sora. \/ell , apparently 
be badn •t seen this column but he had seen 
something 1n the Star last night which maybe 
was n ' t as bad as this and he started right 
out by saying, "I don't know .,hat that L!arch 
order -- how that March order ever co t out 
of here. When 1 signed tba t , I thought that 
I was merely putting the Secretary's office 
and t he Assistant Secretary's office and all 
of the War Department on notice the t they 
could not deal ·dth reproaentat1vee of 
foreign governments insofar as any property 
of the 18r Department had unless those 
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ropresentativea were first a ccredited by 
the State Departcent. Now, I realise 
that it is no excuse to say that you are 
ignorant of the things that ;you aign, 
but that 1o .mat I thought that waa 'lb an 
I eigned 1 t and 1 t baa gone wch farther 
than I ever intended it to go and I sup­
pose i t ought to be changed or modified 
or repealed right awa;y. " 

I didn't know about it when I ae.w it in 
the paper. 

I thought he might havo gotten it bore. 

He told a.rna to rescind lt right away. 
Burne aaid, -well , we were followin~ 
higher authority when we issued i t , and 
ll'oodring said, "Well, we are following 
higber authority now when we rescind it. • 

Is that what he saidt 

So they don't need any legialation, 
Jtr. Secretary. The only difference the 
legislation makes to them is , they sa;y 
that insofar as the guna are concerned 
the aalaa price which otherwiaa would 
go back into the Treasury and they 
wouldn't have the uae or it - - if they get 
this legislation, they will be able to 
10 rk out an exchange wbereb;y they get a 
credit with some manufacturer for new gune 
that wlll be delivered to them in the 
future and they don't loae ror national 
defanae purpoaea tho sales value or that 

propert;y. 

a.t they are going t o begin to patch th is 

upT 

17ell, that 1a what the general was talking 
about , right away. Phil stayed. 

lllo 1a in cha rga T 

Phil ia 1n charge. 

11ho ia 1n charge over thereT 
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Colonel Burna, wasn ' t bet 

Burna , yeo. He heo been des i gnated as the 
cont act fellow for t hio new advisory 
counsel and the Treasury. 

I got tho President to sign that l etter 
yesterda y. He hea also contacted 
•!r. Stettiniua and "Simudaen . • 

I thought maybe -you might want t o glance 
at that. It is on the same subject or 
What we hove done t oda y. It clears t hat 
a1tuat1on . 

\Ohat 1s itt 

~~11 , that simply oaya that a s a matter 
or law t here i a no objection whatsoever 
to turning 1n airplanes that the Army 
has now and getting credi t for newer, 
more modern planes for manufacture. 

They have been doing that. We did that . 

Turned 1n planeet 

I thought they had refused to do that. 

Oh --

We haven't tumed 1n any planes we had 
1n stock. : 

Oh no. He said he wouldn't do it ·unt11 
be needed -- he s aid he needed t hose 
Curtiss P- 36' a . 

It i a only a question of policy. Thoro ia 
no question of law involved. This opinion 
of the Attorney Oenoral•a , you s ee, over­
came that Con troller Oeneral 'o objection 
that you have t o advertise for sale f irst 
before you could turn 1n u sed material in 
order to determine Whether or not the 
sales price i a blghor than the turn-in value, 
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1n which case if ths sales price is 
b1ghor you have to take tho sales price 
and you can 1 t tum it i n . '!'hie opinion 
holds that you can tum it 1n and you 
don ' t have to advertise. You don't have 
to determine •mother tho sales price is 
higher . This opinion gets over that. 

'lell now, did you stay on over there? 

Yea , I stayed on because I wanted to get 
the thing do11n 1n black and whi te and 
see where th i s list ~as and Colonel Burns 
tried to j 1mp t he track . lle sai d he 
was too busy t o talk abou t it , he had 
a lot of conferences or s omot hin&, and 
I cornered him orr and he oaid , "1~11 , 
~ust box it and ship it , • and I said, 
You are gping to box and ship whatt• 

llobody knows . So then he turned me over 
to l!acLioreland , Colonsl t.!a cltoreland . 

Yes , he i s a very o OOd fellow, t oo , 
excellent. He gave him ful l authority 
to uo ahead and •.ork the thinG out on 
the list. 

Is Burns his superior? 

Yes . So we spent all t he r es t of t he 
nom1ng runn1ne; around from General 
:ressoo, t.ho , by t hs 01ay , co\ll d uao a 
lit t le help , to Gen eral :•oore , back to 
Gener a l Hesson , to t he va rious colonels 
1n this , that and t hs othsr division 
and so on and so forth for tbs reaeon 
t hat t hey didn 't havs al l the prices on 
t h s list, all t hs p r i ces ~~d no t been 
a pproved by the Secre ta ry of liar. The 
quantities were not. accurats on the list 
which thev had on hand due to t he fact 
that the:/ had mad e sa les to Ba•azil and 
some other South American countries that 
hadn 't been taken out o f ono or tf.o of 
those 9J110unts and i n add ition they left 
out the whole question or acceooor1eo to 
~;o 1'11 th the guns , t~h1ch o.re necesaary for 
the opera t1on of the guno , and no pr1eee 
have been put on those . 
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So atter about two houra ot hard dog 
trotting aroun.d 1n the l'o'ar Department , 
I got the aecesoor1ea lht, quantities , 
pri cea approved by Mr. Woodring --

He approved themt 

He approved them. I got the list broUGht 
u,p to date of the aurplua gw~a and 
ammunition which they had with the pricea 
for tboae which the Ylar Department would 
take. Those are the pr1cu which , 1t 
this atutf ia turned 1n to a manufacturer., 
the 11ar Department baa got to get credit 
tor. It doea not repreeent neceaaar1ly 
the price that Purvis will have to pay for 
the eturf if your middle party charges any 
aort of a eo=taa1on. 

'!hey ehouldn •t. 
He shouldn ' t do it. a>t anyway, it 'gives 
Purvis a darn good indication of where he 
atanda on it. 

Now, when Purvis comas 1n Wbo will you 
aend him over tot 

I am going to be there. 

a..t I mean 

lo!aeUoreland. He baa tbeae llata all sl19>ed 
or quantities, itema --

You dc:o' t think he ought to a tart 111 tb 
lo!arahall , lolarshall receive him and then 
tum him over to Colonel llacllorelandT 

Oh no, we are all clear en the aeniori ty 
and ranking enda of 1 t new. 

I think you boys did a nice job. 

All we have to do is to sit down with 
Purvis -- I guaranteed to MacMoreland tha t 
I would deliver Purvis and Purvis would de 
buaineea. 
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I told h i m over the ' phone to take every­
thing and don • t argue. 

The Bra&Uiane and Venezuelans and 
Bolivians are 1n town and. they are all 
after the etu!f. 

~/ell , get i t f irst. 

They aro after i t righ t now and they are 
go ing to take 1t. 

Not if Purvis gets i t this a fternoon . 

But he had darn well be ttor take it. 
Telegraphic ordere will go out tonitht 
to start tho boxing and sh1pp1n£. 

What ie tho Soli ci tor-General 's namot 

Francia B1<1dlo. 

ne will do a li t t le aaddle oiling ri&ht 
now. 

Sure , booauee he ie all right. 

He haa got to do that . The President 
wante it. 

~nt they are planning on do ing with tha t 
stuff, they are going t o ship i t all into 
the Rari t an Arsenal a t Bayonne and concen­
trate it there . Somo of the powder ie 
down in !lew Mexico . t.!ost of the guna are 
out at Rock Island, Illinois. They are 
scattered all over the darn place . That 
is another thing I e;ot thi s mom1Jl6, the 
l ocation or where each item was eo I know 
just where 1 t ie and how long i t will take 
to get it. 

This bue1ness about having an Assis tant 
Secretary of War, Assistant Secretary of 
Co=erce set up as an intermediary --

Between whot 

Between the British purchasing commission 
and the Army. Vlellea talked a 11 t t le bit 
about it yeeterday, you remember. I think 
that would be very, very bad. 
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You put 70\lr toot on it , l'tooc1r1ng put 
both teet on it at that mtet1"8 thh 
morn1J18 and aquathed i t . 

It ought to be aquaehed. 

That 11 Wha t Weaaon aaid. 

(Telephone conversation witb Francia 
Biddle to Uowes ) 
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Hello. 

Mr. Biddle. 

Hello. 

Hello. 

Renrr Morgenthau. 

Yea. 

June 4, 19~ 
): 22 p .!ll. 

I Juet want to tell you how muoh I appreciate 
all the help you gaTe ua reeterda.J. 

Oh, I think that•a terribly nice of you to ear 
t hat . Judge !owneend ia aitting with me and 
he ears he appreciates it nry much. 

I eae. Well, I'd like to thank both of you, 
but it certainly wae magnificent What rou did 
and the taot that you etuolt right to it. 

Well, we went over there at a quarter of nine 
and just -- I eaw the -- the mountain rieing, 
rou know, of theee old women that were standing 
around, but we juat told them ther had to do 
it and then eoMbody -- two or three of them 
k1olted about the Comptroller General. I ea1d, 
to hell V1th the Comptroller General, I'm the 
Attorner General. (Laugha ) 

Good t or you. 

Well, I ap~reoiate it Tery muoh. I hope we 
han another aeanoe I l1lte S.t. 

I guarantee r ou more. 

All right, old man. 

!hank you. 

AwtullJ n1oe ot you to o&ll. 

!hank you • 
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l'ihoae idea waa th1a thinet 

Welles mentioned it yeaterday, about 
having one agency that would handle 
the procurement from the Army of all 
these materials and the sa le of them 
to the British purchasing commission. 
Now, once you start that , you are go­
ing to arouse the suspicion ot the 
people on the Hill that eomebody'e 
palm 1a being greased. 

I am going to write a letter to the 
President now about i t . 

If it is done directly, Ur. Secreta ry , 
111. th the manufacturers and they are 
s iven credit for the turn-in value or 
the used catoriala to be appl ied 
against future deliveries or new 
ma to rial for the Army, I don't aec how 
anybody can criticize it. The only 
thing you will have to ge t ia the fair 
turn-in value of the goods. Tho only 
othor thing that we have to bo careful 
about 1n ~orking out this detail is 
that -- is th is detail, that the 
recorda show that it 1a a bona f ide 
Attorney General's decision . 

(Ura. Klotz entered tho conference. ) 

llr. Purvis is cccing 1n a t a qua.rter 
or four at tho airport and 111.11 you let 
him !mow where to got 

I haven't not i 1'1od tho airport . 

It is aloost three thirty. Ia be to 
come hereY I wUl be glad to do it. 

Yea . 

(lira. Klotz loft tho contoronce.) 

(Telephone conversation with Secretary 
Woodring follows:) 
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\1: 

li .M.Jr: 

II: 

June ~. 194o 
3:27 p .... 

Hello. 

Go ahead. 

Hello. 

Yea. 

Henry talk1:~g. 

Yea. 

I want to thank 70U eo muoh for 11nally baTing 
cleared up t his IIISBS on the sale or surplus 
materlals • • a•••• 

Well ...... 

..• ••• and everything's all right and I'm just 
writing a letter to the President saying every­
t hing ie 1n order. 

Yes. Nov, Henry, I vae going to oall 70u and -­
Mao Johnson came in here and wanted to see me 
and I couldn't see him I vae eo busy with tb1s 
group in here, and he came baclt and I vas still 
busy, but he sent 1n a note to me. He said, 

'Dear Ur. Secretary: 

It ia ay understanding that t he 
sale or Army eurplue goode and equip­
ment and munitions hae nov been thrown 
open to the Alliea. Aa thia is a 
matter of utmost importance to my 
organization (he's with United Preee) 
I would appreciate anything that you 
could say on this subject, My information, 
I think, 18 thoroughly reliable but 
they suggested that I take t he matter 
up with 70u directly beoauee or t he 
fact t hat rou are t he reeponeible 
authority, and eo on and eo on. 
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Vall, nov I wouldn't eee hllll , I didn't -- I 
ooul4n• t - - I t old t he operator to tell bt. I 
oouldn • t talk t o h l m, eo I vu t alll:lng to 1 Pa' Vataon t hough abou. t their other progra~~ 
and I told hl111 atiout thle nota and told bi.m to 
tip ott the Preeldent t hat tba:r 111lgbt queatlon 
him at ~: 00 o•olook at hia preae oonteranoe. 

1\lgbt. 

Kov be eatd, Wh:r don' t :rou juat tell Mao Johnson 
to eee Henr:r Morgentbau, be • a handllng u. 
Wbo eaid that? 

1 Pa1 Vateon. -

What a pal be la. 

What a trland be U, huh' So oarr;rlng out 
inetruotione I told tham out there to tell h1lll 
to eee :rou. (Laughs) llov, look •.. . •• 

( La1J8he) Go to ll:ane ae. 

Yeah. 

(Laugba) 

Yea . But nov I reall;r do think 11a7be, Benr;r, 
that th18 thing Onsht to ba out in t he open, 
don ' t ;rou! 

I tbink that I'll rater them t o the Solloitor 
Oanerel.. 

Yea . (La1J8ha) Yea, that would ba a good thing 
t o do. llo, I reall:r think that va v on•t haft 
a bit ot trouble on t h1a •••.•• 

Vall, I eeriouel:r think t hat t he matter belng 
eerioue, and it ia ;rour raeponeibilit;r. 
General Marehall told ue t hat about a halt a 
dozen timaa, end it'• not •:r reepone1b1lit;r. 

!bat• e right . 

I -- I t hlnk that t he etata~~~ent ahould be 

209 

Regraded Uclassified



H.H.Jr: 

Y: 

R. V. .Jr: 

V: 

H .~ . Jr: 

II: 

H. !.f.Jr: 

Y: 

H. li.Jr: 

,. 

H.}! .Jr: 

\1: 

H. ll.Jr: 

V: 

- ) -

by t he AdJutant General oYer t here tor you 
and be g1Yan out onr there. 

21.0 

I think that 1t ought to be out 1n t he open. 

Yee, I do , but I - - lt I may make a suggestion 

Yee • 
••• 0 • • 

••.••• I'd haYe t he Adjutant General prepare a 
statement • ••.•• 

Yea. Exactly. That•e exactly 1t. 

...... and then give out a t onaal atatement and 
at the same tlllle you want -- you 1 Ye got the 
op1n1on or t he Sol1o1tor General. 

Yes. Yell , I'm glad to hear you say that because ...... 
Well , t hat's What I would do. I ' d have the 
Adjutant General prepare tor you a very oaretul 
statement and t hen g1ve 1t out. This 1a Just 
the Allies , th1s 1e tor sale to anyone. 

Certainly. llell , all r1ght • • .•.•• 

Just g1Ye the Alllea t hree hour•• start though. 

Yeah. Well , or oourse, we'll put that between 
the 11nae. 

Yeah. Vall, I mean, 1t I may auggeat, that's 
what I'd do, and I think tba sooner the better. 

Yeah, I know end I do too . I t h ink it 1 e muoh 
better beoauee 1t 1t gate out 1n the nevorpapers 
and they get to writing about 1t aDd like that , 
why t hey'll think we're trying to hide aomethlng. 

'!'hat's r ight. 

o. Jt. 

fhanlc you. 

All rlgbt, Henry. Oood-bye. 

Regraded Uclassified



Foloy: 

H. W.Jrs 

Foloy: 

u.u.Jrs 

Young: 

H . I~ . Jr: 

Young : 

H. ll.Jr: 

Fol oy: 

Young : 

- 13 -

I would be vory , vory carotul about that 
atatomont boeauso wo can't aoll directly 
to tho Allie a . 

No , but I said tho Adjutant General 

What t hey do i s their own buoinosa. Yos, 
I think that 1s absolutely right . 

(Tho Secretary dictated a lottor to tho 
President to Mioo Chauncey.) 

fthon Purvi s comos in, I will lot you two 
gentlemen know and I will turn him over 
to you. Anytime that you got stalled on 
this thing, let mo know, you aoe . 

r.!aclforeland boo his orders to sot that 
stutr turned out ton1gbt. 

By golly, it he stalls tonight and those 
tologr&J:UI don't go out tonight , you call 
mo at home , I don't care what time it is . 

Ho can ' t let it stall to oave his own 
neck . 

It he does , it has boon dono before . 

Who 1s he? 

J.!ac!Joreland. 

(Tolophone conversation with Sumner Welles 
follows:) 
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Operator: 
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Sumner 
Welle a: 

H.H.Jr: 

tl: 

H.!!,Jr: 

V: 

!l.l! .Jr: 

W: 

H.'t. Jr: 

W: 

Rallo. 

June ~. 194o 
3:35 p .... 

212 

The Prenoh Ambassador i s with Mr. Welles. 
Would you rather walt. 

No. Re oan listen to what I'm going to say. 

Oh, a11 right , I'll get him on then. (Pause) 
Mr. Vallee ia ca1ling. 

Rallo. 

He ' ll be on i n a minute. 

Hello. 

Rallo. 

Bu11111er 

Rallo , Henry. 

I Just want to tell you tha t t hanks to - - ah -­
rrano1a Biddle and Foley and Ph111p Young -- t hey 
worked until attar midnight last night -- and they 
got an op1n1on ..... . 

Yea. 

•••••• and then t hey were oYer at the War Depart­
llent at a quarter ot nine and met v1 th Woodring 
and Johnson, I mean, Woodring and Marsha1l and 
they got the t h ing straightened out. Purvis Will 
arrive 1n Washington here any minute , he goee 
into his ocnterenoe with the Army and the telegram• 
are going to go out tonight • •.•.•• 

Yea. 

. . . . . . . stutt begins to moTe • 

Well, that's tremendoualy aat1staotory, Henry. 
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And I t hought TOU IUgbt lllte to It now 1t w1 th 
the J'renoh Aab&uador there. 

Ver:r muoh eo. 

And I th1nk t hd an:r ot theee other people that 
vant aurplua material, it TOll vent to eend them 
around, I th1nlt tl\at we oan take a 11 ttle b1 t 
better oare of 1t than an:ybod:r elle oan; 

ThAt 1 • proof. 

And attar all t o110rrov Mr. lleleon will arr1.,. 
aDd between hi• and Ph111p Young, the:r oan talte 
oare ot it. 

!hat•• eplendid. 

But t hiS haYing 1t go all onr t own and go on 
tor months - - it•a i mpoae1ble. 

Ablolutel:r. 

But 1t 1 a done, I mean, I ' m auured that the 
telegrams vill go out ton1ght and etutt w111 
begin to mo.,. , 

!hat•a Ter:r eat1ataotor:r, 1ndeed. 

And l'rano18 B1441e va e el~l:r •well. 

Yell, he 1 e aw1'ull:r helptul, 

!Ugbt. 

Ld • resilld TOU ot t he 1mportanoe ot that 
latt euggeeUon I ude laat n1gbt. 

!he laat auggeat1on • ..•.• ( Laugbe ) I don't 
re•e•ber it. 

It had to do v1 th airplane•. 
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o. x:. 
It ,.,. require a •light &Mndlllent, but 1t oan 
be done lmmediatel7 and I t hink it•• of the 
greatest importanoe. 

I-- I'Yo got Pole7 ·here. I'll tell h1m nov. 

.Ul right. 

'fhanlt 70U. 

P'ranou Biddle, 70u remember, had that in b&Dd. 

Right. 

'l'h&nke , Henr,.. Good-b,.e. 
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Fole11 

H.U. Jr l 

- H-

One hundred tort7- tour swedilh planea. 
Wall , •• drafted the leg1alet1on - -

Let's f1n1ah th11 thing now. I want 
to aay aomethtns that only 70U (Fole7) 
and Schwartz should hear • 

.. 
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June 4, 1940. 

TOo S.oret&l-7 lloJ'Ilenthau 

FROih llr, Sullhan 

I 

' --

SUBJECT• Con!orence at 9o00 P·•· 1n tho Secret&J7'o ortico. PreaOt>to 
S.netor l!arrison, CongreuMn Dough ton and Cooper 

1 
thder 

S.creta.ry Bell, eo.1181onor llelYerinlt, llr, Staa and llr. 
Sulliftl1, 

1M con!erenee opeo>O<I with a cliscuooion ao to the adnaabilit)' 
or raioi nc the increoae in the debt lim t rroa $3 to $4 b1111on. '!be 
Socret&J7 said that :yesterday tho President told hU at 2 o'clock that 
1 t would be o.ll rigM to· raise it . '!be Secretary then oaid that at S 
o ' clock t he President had phoned him and dictated tho pronoiono of .., 
exct1s profits tax, reurld.ng that be cl1dn 1t want the Ropublicano to boat 
uo to it on thio tax, Under the tel"'la or tho bill ao out.lined by the 
President, the first 4~ earned by a corporation would be exoonpt. 'lbe 
next 1~ would be subject to an exc"s proti ts tax or 1~ and for each 
adcl1 tionel percentage of earnings there 'fts an inc rea so in tho exeess 
protita tax or 1~ up to earnings or 14~. For 14 and all greater per­
centagea, the excess profits tax •• to bo 99%. 'lbe President also 
su~~ested that di'fiden<Uo that bad regularly boon paid in the past (such 
as Atlerican Telephone and Telegraph 9%) obould bo oxoonpt. 

CongreosHn Doughton queried -ther the bill should be changed 
in the Houoo or 'llhother .. should take • chance or ita baing raised 1n 
t he Soneta. Senator llerrison spoke or the rapidly changing news 1n tho 
Senate ond .. i d that he belined his Comd.ttee ... otrong).y in !&Yor or 
• sub•tantiol increase beyond tho $6SO cillion to bo raieed !lldor the 
pmd.1ng bill. He soid that he doubted it be c<Nld hold his Cocood.tteo 
down to that ...,.,t, 

Congresman Cooper sug&eeted that "" raiee the UIOunt or tho 
bondo from $3 to $4 bill1on and uke the ...... taxee errecu .... for ? :reu• 
rather than s. 'lbe Secretary and othere present objected to this. 

SenAtor Harrison stated that be ,.., oppc .. d to a war profits 
tax. SubsO(\uently Congresman Doughten expressed the saoe new • 

.. 
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llncler S.Cretazy Bell ll&1d that the ad41tiow appropriatiooa 
tor the l.:rrJ:r wwl4 .,..,.. tha 'l'nluUI7 to be abautecl 1n Dece.ber llllleae 
we reeein tha add1t1oDal $) bUlloa, aDd U w cll.d reeein 1t tha 
1'rHauly would U.. ben a be1 • nee lllltil Jl:lq 1 , 1941. Coacree..., 
Cooper predicted that t.bia b1ll would be repealed at the nut oeuioa. 
Senator Rarrioon &&reed w1 th b1Jt l!ld added that he thouaJlt a anutacturere 1 
aalea tax would be oul:etitutad therefor. 

The CO!Ij!reoo10Nil Mld>ero of tbe coutereoco the OllC£ooted that 
poroonal unptioaa be lonred to Sl800 tor Mrried poople ...s $800 !or 
single piOple. .lt th1a point ltr. S- W8 called i.D aM tha 81lCSQtiOD 
... ll&de by eonue·- Cooper that ., &Ciditioaal title be add..s to th1e 
bill which would reiee an acld1 tiODal $400 .ulloa a ;rear by broadeoing 
the baee aDd inoreao1ng tha surtax ratao 1.D tha lld.ddle b....,keta. Be 
reco.,.,nded a proviaiOD in thio bill that aey rnenue collected u a 
result of th1e b1ll arer and abaft the requ.ireunta to retire the $4 
b1111on boado ehal1 go into the General. 1\md • 

.l t th1e point the S.Cret&r7 called tha Preal.dent OD tha telopboow . 
The Pt-eaident ea1d be we acree&ble to pootpoaing the war prot1 ta tax pro­
nded tho Coamittaeo - it clear that the,' are going to -.tone at a 
later data. Senator Barr1eon r&Nrked, 'It we get into a war we will ha,.. 
to paeo an axceeo profit& tax. • He then agreed to ha,.. the COIIId.ttee otata 
that they are otud;ring all tax queot1ooa, 1ncludi.Dg that of war prot1ta . 
COJ!j!reaa..., Cooper tben aaked the S.Cret&r7 to aak the Preddent U tlll.o 
new propooal we aot1a!acto'7 aDd tbe Preoidant replied, "Grmd, go a-.c!. 
'!he .-in thing i o to get it out of tbe Rouoa, get 1 t puoed.• 
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J\Die -&, 19-&0 

4: p.m. 

Pretent: 

Mr. PurYie 
Mr. Bloch-L&ine 
Mr. Bellant7Jle 
General Sal.llon 
Col. Goatllng 
Mr. YOUft8 
Mr. F0le7 

ll'!•Jrl Well, I don't lmow whe ther the7 h&Ye 
had a c to tell JOU but at 20 a111Utee paet 12 
laet n1ght tbe7 got a rui1ng trom the Sol1o1tor Gen­
eral of the United State• that th1e eurplue a&ter1el 
can go forward. 

Mr. Purv1e1 Goodl 

IDl Jr: Started at tour 1n thh ott1oe and 
ended a~ainutee paet 12. 

220 

J!i· PurY1el I hope 1t •• at111 a goOd opinion 
attert eihiuat1n eeee1on. 

IDl Jr1 Yee. When General. Mareball retei'J'Id 
1t to tiii"i!Jutant General - the Solicitor General 
11 eo interested in tb1e thing be went onr b1aeelt -
b e aald, 1How can JCU aelt me wben rq euperior 1e e1t-
t1ng here. • He tr1ee a.ll our oaeee before the su-
preme Court. 

llr. PurYit: Veey goodl 

~~ You eee, the Sol1o1tor General 
all of our-under Secretar1ee 1n Waeh1ngton. 
11 tbe eituat1on, 1t 7ou gentlemen -- 70u are 
lfo to Oolonel KoXorelandt 

outranlte 
So here 
going to 
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Mr. Yo~: Yee, and hie e1de klok. 
ooll1ng oYer. Mr. Franke. '1'hey are 

Hllttr: '1'hey are going to Mr. Young' 1 ottloe 
and then Y are going to giYe you a liet ot materiale, 
eurplue material, and it you gentlemen will eay yee , 
the telegrame are to go out tonight. The thing will 
go f orward to the United Statae Arunal at Bayonne. 

Ur. Young: Raritan Arsenal. 

Hll Jr: In the !lew York harbor area. And to 
hold 1t~e, etore it there, until you people eay 
eh1p 1t on board eome particular eh i p. !bat's in the 
Greater New York area. 

llr. Puma: Ie the etutt all there or will it 
be brought • . •• 

llr. Young: Scattered all over . 
ae a temporary concentration point. 

Collli~ there 

Hll , Jr: I Just want to eay it you don't eay yea 
to what you want, either BoliYia or Brazil is going to 
ge t 1t tomorrow morning. 

Mr. Young: We are eeei~ t he Venezuelan• to­
aorrow morning. 

Hll Jr: So this thing hae Juet baen cleared, eo 
:rou baYTmet ohalloe, and I aa not sayi~ thie because 
I ban eo~~ething to eell. 

Mr. Purvis: llo . Quite. 

~~Jr: Because we Just tore oursel•ee a part to 
do thi1 g. 

11r Purvis: Only one thing worrying ue and that 
ia the exient ot the a mmunition tor the guns in queetion. 

Hll Jr: You are going to get all the ammunition 
weha.,.~ 

11r. Puma: Can't aek more • 

.. 
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Mr. !!~pb-I.alne: We could aelt, but I don • t 
th1nk we aou get It. 

IIII,Jr: !he ttung h tiUe nening or neYer. 

Jlr, Puryh: !bat'• all r ight. 

~Jr: In the eenee that South Aaer1oan countriea 
will be 1n the ~rning, 

Mr. ~rn•: I a11 teel1ng IIUcb atronger, I •n 
eX])la1n, an aa a ooneequence bad lunch and at 20 111nut .. 
paet 12 I eball be Juat ae fraah u t he 8ol1oitor General, 

IIIUr: You will ba•e t o wear what 7our banl<era 
do in Eng nd. !bat1 1 the aort -- aorn1ng coat and 
etripe4 panta. He arriYid that wa7 at 4. How 414 
he look at 20 111Diltea put 121 

11r. FoleYI nth hh elenu all roll14 up. 

llr, PfiFn111 
bancne t'be t ng. 

I ttunlt WI are a ll prepared to 

1111 Jr: 'fhil other thillg we are worlt1ng on - ­
I 4on' t~ how .. oh chance 11 there of ~ling 
144 1\al.teea out of 5we4en i n t o the bande of theae 
geMle111n. lfaa antbod7 aalted the 8we41at 

llr. Puryie: I t hink Jaoqu1n. 

Mr. Bloob:lelne: Jaoqulft 1a 1n cloae touch. 

)lr, Punit: With a little aae1etanoe 1t atght 
be poaelbie lio liin4le th1e tiUng with the Swedes. 

llr. FoliJ: I ttunlc 1t 11 wch better. to ao lt 
that n7 \bin t o get llghlatlon, beoauae U ra1111 
the queat1on of pr1or1t7 of ordlra wh1oh w oan 4o 
when -.r 11 1111111.nent, but WI oan' t do 1t without 
go1ng to Oonsrua an4 aalt1ng tor t he power wbtn we 
are 1n a etate of neutrallt7• 

Mr· Pua111 Let • M7 eolllth1ng. I think 
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Jacquin hat alwa:ra hoped the Vlllteee llight be poeeible 
for :rou to take eo we could get the llorthruJ)e wh1oh 
han aeeumed an iiiJ)Ortanoe in the picture whioh :rou 
oan i~~agine. 'l'hat would be, I bel1en1 a thing he 
would want to register. I oan eee that tilt' 144 din 
bombere, which I bel1en are equ1Talent to !hredieh 
bombere, happen to be of a t7J)e whioh would be muoh 
more nluable to ua. 

llr. Blooh-Laine: Exaotl:J'. 

I!I(,Jr: Let 11e tell 70U - - wh:r not put all the 
preuure we can on the Swedaa to release theae 144 
Vulteea w1 t h the understanding the:r will be replaced 
b:r another 144 Vulteeat 

llr. PurT18: Yea. 

I!I(,Jr: Get that first. And once ;you haTe got 
that in ;your banda, then let ' s talk about ewapping 
afterwards, but 1t ;you had theee at least )'OU would 
have aaneth1ng. 

llr. PurT1a: 'l'hat 1 a right . '1'hat1 • right. 

llr. Folef 'l'hat 1 a the ft)' t o approach it. 
Going down to t e Hlll on leg1alat1on, • hioh we would 
haTe to do, unleaa )'OU oan work it out on a Toluntar7 
bade, 1t the last thing I think we ought t o do. 

llr. PurTle: Yea. lhlle we are talking planu, 
aa:r I ra1ae tbii queatlon of the pou1b1l1t7 of aoll8 
of the bot1bera -- this ie the prior1t7 and doee not 
inTOlTe legislation and there were bomber , deliveries 
oolllng in the next 3 or 4 ..,ntha, which would alao be 
..-er:r Taluable and we could replace them later. 

Ill( Jr: We are going to get together tomorrow. 
'l'ell thilm ' to let )'OU know •hen the gentlemen come 
from the war Department. I •ill talk until the:r oo•. 
You are coming in tomorrow at ten. At that time I 
hope Mr. Nelson will be here. 

Let me tell 7ou th1a: I aent back a Mseage 
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to Allbaaaador Ienned)- that we dld not want the Cen­

taurua 1t it •• 19 oyl1nder. lly people eey that it 

th1a 1e the 19 oyl1ncler Bristol, we' don' t want 1 t. we 
can bold the cable unt1l tomorrow. 

llr. Purrte: I think it can go. 

224 

HKAf;r: In the rooa here , I bad the .Ur Attacba 

troa the t1ab Ellbaat;r here and be aa1d no, eo I think 

hie word will be aa good ae any plua a;y man here. !hat' e 

the sleeve tJPI engine. 

atr. Purvie: Yea . 

lli,Jr: And the French are aend1ng me a HUP&no. 

lb'. Blooh-Lil1ne: You want Jacql.l1n t0111orrow, be­

oauae you wanted him, I think , the laat t1me. 

BK 1Jr: Yee, I would like to haTe hill here be­

cause I would like to talk to him about what you people 

are go1ng to do from now on on engine a. It he ' a ready 

t o tall<. 

llr. !looh-La1na: He can tallt to you and he can 

t ell you al he IUiowe and I auppoee he knowa a good 

deal. 

fill Jr: It you or the Engl1eh haTe 1n mind placing 

any more ~rdera t or eng1 nee, or tor Canada, then I wol.lld 

11ke to talk,.. . .. · 

Jbt, Punta: Hera • t the statue or that. I am 

go1ng to tend t o llr.Karaballtbe picture on tra1nere. 

lben we Mt h1ll after we lett ;your ott1ce the other 

da7 it •• agreed that 1t waa a nry urgent thing 011 
tralnere , ao thia 1e the l'ranoh and CanacU&n prograa 

on tra1nera Yery well put out. Then the idaa wae when 

he bad read that MIIOrandua be wol.lld meet Salt and 

Jacq\U.n and go onr the trainer queat1on and then ban 

a prelllllinar;y tall< on combat planea w1th a a1a1lar MIIO­

randwa be1ng g1nn to hia. 

HI( Jr: It tbe;y are readY, I would ban 1t at 

t i n 1n ~om1ng, and baye you an;r other a1r sent 
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llr. Pum': In that Cflll I would rather like 
Self, but he can t get here. Howenr, we can get 
Jaoqu1n hare "r:r eae:r, 

You are talking about our requirement. in ad­
dition to the new program on codbflt planes and engineaT 

!Dltr: 'lbat I aa talking about -- I underat$!1d 
:rou sign :rour laat contraot on enginee. 

ltr. Puma: And on planee. 

llll,JX: So no.r it :rou ...,.t an;rth1ng new a.nd :rou 
It now it 088 that go tor trainere tooT 

!!J:, PurYh: ~ainera are a Ter;r 1peo1a1 thing 
which are ~:~ore i...uate beoauee order• are plaoad tor 
the otber1. 

ll!I.Jr: I have aet adde 10 to ll tomorrow IIIOrn­
ing and :rou oan tallt about an;rthing you want to tallt 
about. 

llr. PUM1t: Could I rahe one thing that ia 
rather urgent nowT Ital;r il on order here tor var1oue 
quantitiel ot epeoial alloyed 1tee1. 

llr· Blooh-t.e' ne1 ror a11'planu. 

11r Pu~1: ror &1rplane1. And our bellet le 
1t il .Xbae valuable and ~rtant to U.. and, ot 
oouree, -:r be deet1ned tor Oer.an;r. l'e haft obtained 
t here 1e a willingneu on the pert of the t1't'8 steel 
oo~ .. to let ue b;r that prortded the;r get word ot 
eo• ltlnd that 1t would be • • • ••• 

. ~: It :rou gin ae 101:11thing on a piece of 
paper tomorrow, I oan take oare ot that eaeU;r. 

I haTe an aocuiiUlation and I don't know whether 
theee are pending or not. 

l(r, Puma: Let me gin :rou treeh onee. 

ll!I,Jr: •o. I aa not go~ng to let thea out ot 
a:r hand. 
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Kr. Pur1r1e: Couldn1 t do anything on rifle 
potrder. Engf!eld guna, 7u, excep t allllllll\1t1on. 
He baa only said eo far 100, 000 000 r ounds. 'fa 
are hoping to get 110re becau11 ioo,ooo,ooo rounds , 
ot which 20,ooo,ooo gor for r1nu and ao,ooo,ooo 
tor JMoh1ne guns, 6,000 1'1fiu would onl7 ban a 
n ry few rollnds of ammunition, but that baa been 
done . Sub-machine guns, 'l'holl))aons, they haYen ' t 
aey. 75 a.&., 500 the7 oan do and we are •1t1ng 
to hear this afternoon on ·-·n1 t1on. On the T. 11. T. 
he could gin us perhaps 1500 tone new T.!I. T. and 500 
tone old atock. We would take t hea with the greateet 
pleaeure. Then ne1trooelluloee , on that 5000 t one 
of old powder. Again I u to reca1n fUrther par­
ticular&. '11th the exception of the r1ne powders 
moet of t he apeo1f1o t hlnge we aek here are coYered. 
There are, how.,er , some looae end a 1n regtll'd to per­
&1eeione and inspection diff1cult1ea and, of course , 
the &1rplanea and the dutreyers. 

(KY,Jr asked Mrs. Xlot£ to have ready tor him 
tomorrow a letter 1n which General Marehall colll))la1ned 
about inspection difficulties encountered by the u.s. 
AriJIY. ) 

~ Purrta: Our trouble 1e 
tically thdrawn our 1nepectione. 
down the eoreena •.••• 

KY Jr: Do th1a t or.torrow. 
agenda ~ngs 7ou would 11lte to 
ba•e to charge ll)'aelf. I t'• up t o 
•e until the deaka are clear. 

we have to pr ac­
'l'he7 haYe taken 

Bring i n a l ittle 
take up eo I don't 
you to keep a f ter 

Ill'. PurYia: Right! 87 t oaorrow a certain 
a 110unt Will be out of the way. 

KY Jr: Let ..., know i n the aorning. I think 
I will ~ban those two t sllow1 ooll8 i n and shake 
banda. 

(To Lieut. MoXay: ll&c , aak the two gentlemen 
to come in. Colonel MoMoreland &nd MaJor J'Jo&nke.} 

ltll.Jr: When 70u come in 1n t he aorn1ng. I 
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eOIJ)buiu t he illportant or :tour haYing a an etand1ng 
b)' the Oh1e r or Or&lanoe on the telet)'J)e Moh1ne to 
get meeeagea out eo it' a :toure, or Yene&uela gets it 
in the 110rn1ng. 

Jlr, Pur't'is: Yene&uela doe en' t heve a ohanoe. 

~Jr: Inoidentall)', we .ade a little ehirt. 
Colonel s 1e taki~ the plaoe or the Quarter~>&ster 
General on th1e Co.U ttse and Colonel Burne 1e aeaigned 
to Stettiniue and J:nudeen, eo both aide to J:nudeen and 
Stett1n1ua and aleo on thh Board. 

(At th1e :POint Colonel llololoreland and loi&Jor 
rrank.a - in. ) 

HII.Jr: AI I underetand it, )'OU gentlecen are 
going into a huddle and tell them what the)' oan get 
on ••.P, eto. , and eYeeytbing the)' aa)' :tea to the order• 
will go out tonight. 
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Colonel loloJioreland: I han eomebod)' etanding b;r. 

HK.Jr: It the)' ee.y )'U, t he orders go out tonight. 

Colonel lolololoreland: Yea, air. 

HII,Jt : I! there h an;r trouble, Ph1Up Young ia 
going t ge ,. out or bed. 

Mr. rolez: One th1ng I would lill:e to ea:t, an)' 
publ1o1ty -- we don't haye power under the law to sell 
to a belligerent. llhat we are doing 1a ~ng these 
.ater1ale available to corporationa in the United Statea 
a nd the;r will credit t he United Stat11 with t he !air 
aalee Y&lue or those materiah and ;rou in turD will 
buy thell ae eeoond-hand material troc ind1Y1duala and 
oorporat1ona in the United Statu, eo thet we han t o 
be partioularly careful not to l et the publio know, not 
t o tell the preu that we are eell1ng d1reotl:t• 

Jlr, Punts: lfouldn' t U be better if we were 
to retuee an;r word of &n)' kind exoept euoh aa ;rou ap­
prove before we give out. 

'HII,Jr: I tal):ed to lolr. Woodring and I made the 
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eugg .. Uon that he han the AdJutant General 4raw 
up a etateaent wh1oh he, llr, WOOdring, will giYe 
out , Ke thought n ,.., a good 1dea eo hi will g1n 
out a statement ae to method, 10 a etate .. nt w1ll 
oome from Wo04r1~. 

oOo-oOo 
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Botee on Collterence ln 
Philip Towag 1o Office, Tre&I\U'7 

Deputment, June 4, 1940, 4130 P.M. 

Reo Ordnance N&toriol t o bo Roloaood tor 
Sale or ZXehen;:o by the War Department, 

!bote 'Dre1ent, Mr. Punie, NT. !loch L1Alne. General Sal&oD, 
Colonel Oool1~>~:, ICr. ll&llant)'ne, Colonel llacllor lend, lla,jor !Tanto, 
l'.r. Cox, and llr. ToW~g. 

On boh&lf or the y,.. Dopartnent, Colonel lladlor lNid nrounte4 
tho attached liot ot or dMDco Cl\torlol to bo roloeood tor' oalo or 
exc~w~&o. '!'he !olloviJI& corrocUono vert 111141 io tho quAJ>titieo 
oo l htodl 

395 
308 

8 ,693,000 

75 mo tiold «UDI (Rritioh) 
3• Stoke• trench mortar• 
Lbo. 11:10lteleoa powder (bulk) tor 155 11110 «Un 

Tho following 1temo were added to t hio l io t1 

97,680 

600 

600 

10,000 

Rounde Shell H.J:. tor 3• Stokoe QOrtaro 
at a unit oaleo price ot $1.28 

Caiuons tor the 75 • !1114 CUD• 
o.t a unit oalu 'Orlco ot $125.00 

Caiuou e4 lle.bero tor 7!! • field~· 
o.t a unit oaleo price or $75.00 

1918 'l'rit>O<Ia tor the ll:rOwnl~ II&CbiDO ~ 111917 
at a Wu.t oalol price or $26.00. 

1:ach Hoa oo thb llot vao diocuaoed 1>7 tho roprooontotino 
or tho Ant:lo-;'rooeh l'urehaolllg :Board, end it .... -d b7 thU> 
thAt th17 would take all tho 1toao llltod, 

During the dhcualion H vao pointed out that tM unit oaleo 
prlco• liatad renreeented the baee prle• or exchange •alue to bt 
rocohod b7 tho irar Depart..,nt and not nocouarU7 the not price 
at l<llich tho 1tomo Hated would bo turned onr to tho .I.Dglo-Prenc.h 
Purchl\liDC :Board. In addition, it .,.., 06"otd that tho J.nglo-:rrencb 
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Purclulol nc Board woald pq ell packlD«, h&D4llnc , IUid llhlpplJIS 
clw'1 11 tr<>• pr<~~ont plae .. of otor"4$1 t o ll""ltan Arunal and at 
Rorltan Aroonal. 

Wlth roopoct to tho 500,000 oal lbro .30 rltloo Kl917 (lftflold), 
tho Anglo-ll'rn cb PurclulolD« Board OUH4 to purcl\aoo tba !500,000 
uood rl!loo. It vat under otood that ell prlcoo Included t ho pr oper 
proportion ot l))&ro parte. 

Tho Anglo-J">oencb r epr eoefttatlno -..do a otronc plea tor tba 
rol03oo ot 8Jl7 fUrther qu&Dtltloo vb&toooTor ot oaoll erao .-ouni­
tloft vblcb could bo llllde a-.eilablo. Tbo7 eloo .. ted that tho quao­
tloll ot roloaolnc a t"artber qu&Dtlt 7 ot rl!loo alpt bo co ... ldorod. 

ooOoo 

~-
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JllM 4 1 1HO 

liT dMr llr. Preeldent 1 

IIJo. P'NIIoh 114411, lfr. llliaaeJO wellee, Clen-
•Nl llarlh&ll, Jllo. M ro117, lfr. PhlUp Youg aa4 
I went 1.nto a Millon at r- o• ol oolt "oadq athl'-
110011 1a regU'd t o t he eale 01' aoba~~ge of IUJ"J)lue 
.-r • terlale to oorporaUone 1a t hle -..tJT r or 
neal• to the Allle4 Purohaalng Xl11lon. Anu an 
hour Ul4 a ........ the ••U~~g a4JOVM4 t o llr. Fol171 1 
o~oe Wbere lt oont1nue4 untll after a14n1ght . 

I aa pl••4 t o repo~ tha t .. "" n na117 
abl e to get a 1'lll1nc rroa the AUOPM7 OIMN l OOT­
eJOlftg t h h • bJe!R and I aa lnololl~~g a 00'9'1 berl1rlth. 

!'hle mJ'IIl~~g at 8 1415 the lolloltor GeMral{ 
llr. r ole7 and lfr. Y01111g oalled oa l e01'1taJ'7 woodr ng 
Ul4 General lfaHhall and I aa ple .. e4 t o n port that 
the u tter h flaall7 MU114 eo t hat the War DIJ)al"t­
Mnt oaa go alwa4 1114 41IJ)OM of l h RZ'J)llll and un­
MJ"floeable .-r aterlall. 

I hlepbone4 llr. Are- PurTle t o rl7 down 
t...41ahlJ t o W&lhlng ton Ul4 he h t o arnn bare 
-ntaril7 to r l n t o a oonterenoe with the War De­
~-t eo tba wltgraae oan go out t OIIlSM to the 
Tll'1ou AN7 a.pote, eb~lJIS tbe -wnel oa Ue .:t 
t o tba AU&Jitle - board. 

fbi Prell dent. 

fbi 'tlh1 h Roue. 

y_., elnoerelJ, 
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Mt dear Mr. Preel dents 

Mr. P'ranole Biddle, Kr. 9tuaner Wollee, Oen­
el'&l Marshall, llr. Ed Poler, Mr. Phlllp Young an4 
I .. nt lnto a nedon a t tCJUr o' oloolt llondAJ a ttot-­
noon 1n r.gard to the sale or nohan(te ot aur'J)lue 
.-r lllltlrlale to oorpora U one ln thh oount17 tor 
r"ale to thll AJ.Ued Purohulng 111u1on. Atter an 
hour and a ~ t he ••tl~ adJourned to Kr. Pole)'' e 
ottloe wber. lt continued unt11 atter lll~bt . 

I aa plea .. d t o report that .,.. ,..re tln&llJ 
able to (l'tt a ruling from the Attorner Genernl ooY­
erl~ t h h aubjeot and I am lnolodlll! 11 OOPJ here...ith. 

Th11 .orn1ng nt 8s4G the Bolloltor Oener&l1 Kr. l'oleJ and lfr. YC\lJ\C called on Beorettu')' Woodring 
4114 General HArelvlll and I aa ple111ed to report that 
tha ma\ter h tln&ll7 eettled 10 thnt the wnr DOJ)Ilrt­
aent OM go ahead and dh poee ot 1 te aurplue and un­
llrYloeable ~ ~~aterlal1. 

I telephoned ur. Artl'lur Pllr't'l1 to nr down 
~dlatelr to waahlngton and hll 11 t o &rrl•• hare 
...,..ntar1l7 to go l nt o a oonterenoe 'ldth thA War De­
J)Art.nt 10 that telegran~e OM c o out tonlght to the 
n.riO'le Ara:t dlpote, etartlng tha aaterlel on 1te· _,. 
to the Atlantlo M&board. 

'l'hl Pruldent , 

'l'hl Wh1 te llouee • 

.. 

roura d noerelJ, 
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.Jw. 4 1 lMO 

JCr dear lh'. Prelll4en\t 

Jbo. '*'-nola 8144le1 Ill-. ~ Mlee, Oeftoo 
a.1 lfartlhall, ~~r. E4 rolq, 111-. JlhlUp Yoalllf a11c1 

I' 233 

X -' 1nto a -1011 d ,_ o' olOOlt 11a114q an.,._ 
- 1a Nffal'llt to \be •ale or nobllnge of nrplu 
war •'-rlala -., ~rd1011e 1n thh -ltl'f tor 
reeale to tbt Al.Ue4 Parohulrc JU.edon. Anw .a 
hour M4 a QWill'-t UW ••~ a4Jocoect to Jbo. rot~• · 
otnoe 'llbere U oc:nU.maect unUl after llldnSght. 

X •• pl•eect t o reposot ~t w ..- ftnall7 
able to C' a ~ f1'oll tbt A"orn~ O..no.l ocn-­
~ t b • .abJeat: IUid X u lnolodng a 0091 berewith. 

'l'Me ~ at 8t41 ~ 8ol1oltor OeMNl. 
Ill'. rote, and 111-. Y01111« oallec1 on se-tal')' wo~rc 
M4 O..ral llartlball ancl X u pleoeecl to report that 
tbt •Uer h t1nallf ••"lect eo thot tbt war Depart­
-' oaa ro abM4 anc1 41~ .. ot lh .vplaae a~~d un­
~ble war •terlab. 

X hlelila•4 JCr. ~ l'llzoone to n, 4own 
t 't'de~ to -.bington anc1 » h to arrlft here 
~~ W r lnto a oou.f'ennoe w1 tb tbt War De­
~t eo Uaa telepue 0a11 go oat toni8bt to a. 
'IIIU'l-. A:ftq Mpok, ·~ , .. •tenel 011 u. _, 
to b AtlAIIUo IIPboU'cl. 

YCIIre llnoere~, 
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Vll 
Thio mtosagt must bt 
c1oot1y paraphrased be­
tort beinG communicated to 
o.nyonc , (D) , 

Stcrcta17 of state 

Vlnshington , 

Rl.JSH 

1014, June 3 1 7 p.m. 

Pari a 

Dated June 3 1 1940 

R£ c ' d 5:02 p.m. 
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PEilSONAL .UID SEC!l£T POR THE PnESIDENT .\.liD SECm:T.V!Y 

OF TEE TllE.~URY , 

In ""Y No o 91 S 1 Llny 20 1 1 p om, 1 I asl> Ed Ul'B mtly for 

Thompson :ub-ra:.:chinc c:uno , Tht need for these guns is 

growing more u rr;cnt hourly, C:m you t ake 5000 of t hem 

from th£ ttocl<s of our Navy or a t 1enot 1000 :md s rod 

th tm in the moot rapid manner to Pt>::-is , C,'hey should 

rea ch her£ in t en days at thE outside, 

This is rEally urgen t , 

BULLI~'T 

LLIS: NPL 
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CO!IJ'IIE!I'U.I.L 

1'0l '!'he Secret ary 

liT. Toun,: 

June 5 , 1940 

Attached herovith ia a liot ot tho or4Aa.eo materiel 
reloaoed tor oalo or ex~ 1>7 U.. War Dopart:ooDt, !he 
All/:lo-J'reoch Purchaoi:~g lloard hao "!P'eed to toke oYer,. 
ite:o lioted, lDcludi:~g the M.diUoo.al ltno added 1>7 tho 
Chlot ot Or4Aallco, 

Colonel KoeMorlftnd ioruod tolecraphio illotructiono 
to the variouo ArDIIT dopoto l"ot ni(!bt t o pack and lhip 
tho materiel liotod to Raritan Arooo.al (Jaw Joroo7) imme­
diately. 

ltr. PurTil made an urgent plea tor trem.endoua qu.&n .. 
tltioo ot ~itioDAl omall ermo oa=un1t1on ..nd for additional 
rltloo it the7 could be r oloaood. 
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1,1~1 0&1 .. 30, Levie IIMh. gun, uoWI4, 11191? 
7,07l Cal •• 30, lllMh. gun, V1elcore, cround t:me 
2. 602 C&l •• 30, Marl1n tank lllaclll.no gun 

15,638 Cal •• 30, Marl1n 1\lrcr. IIIIICh~n• gun 
5,124 Cal •• 30, Ticlcero 1\lrer. CIIChl.no gun 

38 ,040 Cal •• 30, Lewlo aircrdt lllecl>lne gun 
10,000 Cal .• 30, Brownlnt; IIACh~ne .«= Kl91? 
25,000 Cal •• 30, Brownl~>g auto~:~atic rifle 111918 

lOO, OOO Cal •• 30, R1tlt Kl91? (Jn!1ol4), uaod 
395 75a:t ii'iold Gwoo (Br1t1ah) 
3(16 3" Stolcu !'rucll llortaro 

!oun4t Cal .. 30 Be.ll -.1\ion -per II 
Cal •• 4~ l!OTolnro 
lloundt 75 m II. I. Shell 
I.ba. !1'1' (per pound) 
I.bo. Saolceleat Powder (bulle) for 155 mm 

Gun (per pound) 
I.bo. Smokeloee Powder (bulk) tor 15~ .. 

Hov. (per pound) 
97,680 Rounda Sholl R.I. for 3 " Stolcoa Morter 

Aaawoi t lon Delta 
4oaunltloa Chooto 
ll'ater Ch11to 
Stoaa Condeno~nc DoYico 
Bolt 71111DC llachlnoo 
1918 ':'ripoda 

tlnlt 
Saloo Price 

• 33,92 
131.23 
?4,35 
23.16 
33.92 
33.92 
21~.49 

60.76 
?.50 

1,627.60 
12. 50 
30.00 
7.26 

10.4!1 
.15 

.42 

,42 
1.28 

1.81 
3,60 

12.90 
1.96 

48.69 
26.00 

,95 

125. 00 
?5.00 

215 

Unaen . 

1~ 8~ 
.a~ 5~ 
6~ 33~ 
94~ -~ 
?of, """' 
34~ 66~ 
t1nmod1t1o4 
t1Dll041!1od 
S.nicoel>le 
Senicoel>le 
Sonicooblo 
Deteriorated 
Son1coel>1e 
Do tor !orated 
Deteriorated 

Deterior ated 

Deteriorated 

All pr1cea are •ae 11 • and •vbere la•,exclua1Ye of packlQ&, handling, &Dd 
~~lpplng chore••· An7 reconditioning muot bo etteoted vitbout e>penoo to 
lhe 11 . S, OonrllMnt oubaoq,uent t o oal• and reDOYo.l f'roa Var DopariiiiOnt 
d~to and b7 non-Vor DopN't..ent ngenciu. 

Regraded Uclassified



TREASURY DEPARTMENT 246 
INTI!R-oFFJCE COMM UNICATION 

"""' Nr. Cochran STRI CTLY CONF ID ENTI AL 

Oft 111\Y }0, Mr. ltlloto telephoned •• In regard to hie eonur oatloD 'b7 
teleyhoDe vlth Mr. !olton, 4ucr1bed In tho attached m•oraD4.,. . I brou~M 

[llOko to date on our uchengo of eorreopoll4onco vlth tho :Sritlah llab&oq In 
Vacblngtoo on tho oubject of contempl ated :Srltlah regulatlono on exeh&ngo con­

trol &114 rat eo. I expldned to l'.r. Jrnote that I had not Informed hla u.rllor 
or the r eceipt by uo of tho repre .. ntationo by the Brltlah olnee 1t vu 

4t!~cltel7 W>dorotood between Pll\aent aD4 aroolt tbat t ho utter of t ho official 

attrllllg quotation on our aarlceh ahould. not be taken up by uo vlth tho 7edoral 
Bueno authorltiu until after age.,.ent had been reached on tho tlrot oe .. on 

patogr8"0bo of tho original :Srlt1ah mnorftndllll. I lot Knoke lr:nov that tho 

Tr wuU17 hftd lllftdo no co~~~~tltaent vlth reopoot to p!U"agraph nino, touchl~ \!)lOll 

the offici al rate ~uotatlon, except to proaleo that tho Troa0U17 would take up 

tbla m&tter vlth t ho l'ederal Ruorore . 

On Saturd117 noon I recel.,ed froa Nr. Knob a copy of ea'blog..,. no. ll99 
adc!:euod to h1a Oil that date by Bolton or tho - of ~ftnd. It .... ull4er­
stood that vo would. think o .. or th1 o aoooa&e and dheuoa It further on Mo114D7. 

On MondDJ forenoon Mr. lCnoke telephoned me In regard to the abo .... -

acentionM met~&&• fr011 Bolton. My eeeretary road to Nr. Xnoko1 • aecretary the 

eoaplote exeha~t or :•oranda betveen the Brltlah llabaaay ftnd tho ':'reaoury. 

Coplu of thou ••oraJ>da , that h, thel!Titloh aeaor&nda dat 1411&7 2~ &114 11&7 }1. 

ut a truacript of q oral etat•ent aa.c!.e t o Plnaent on Mar 28. vere aent 

by aoll to Nr. lCnolce. 

Thlo morning at nine o'clock Knoke and I dlacuaood tho problOII In 
10111 detail. I o:r:plalned t o Knoke t he final paragaph of ay miiDorandum of 

I!Q 28 , alnct ho vao not avaro or tho orel i nqul17 which had boon mede or 110 

by tho l!Titlah . I ageed vlth Mr. Xnoke that tho l!Titl ah vore porhapo look111g 
loo liNCh to u1 to ouueot tho uthod ..t.ereby quott>.tlono of oterl~ In l!ow York 

could be Halted to tho o!ticlal rate. I agreed fur t her vlth the 1deeo vbieh 

i:ooke had Incorporated in a cabltcraa vblch he had oent yootordD7 e.,enl~ to 

! olton, requootl~ further Information ao to tho obJeetl .. eo or the Britioh 

policy, end clarificati on ot certain polnto. Mr. Xnoke II to oond me a copy 
or tb1t meeuce, and &lao a ••or&Ddum of the convereat1on which he hope• to 

hau by telephone vlth Bolton todD7. 

I had bro~t to Mr. Inoke'o attenti on a aeaorandua vbich ve had oont 
hie 0 0110 dqo 11&0 eopyl~ t r 011 a :Bureau or :rorolcn ODd Dooteotlc Cotmerco releaoe 

of Mo¥ 14, 194o, In regard to oterll~ quotation• In t he Ar~tntlne. Xnoke bed 

aludied tbio and agreed vlth •• thnt i t vat a quite dl!tertnt problem In tho 

Art entlne than In tho United Stat eo, o.lnco vo ha.,o neither a poyaont ~eoaont 
vttb EnGland nor oxellan£• control. .liter all, tho Britlah mutt thuoeloreo 
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hcl4o ~~poll aD4 \eb o\opo aatttciat to oUailloh \rube in trM ohrlillc tt 
lbl7 u:pect a oiliC].o rah tor ahrlillc to bo quo\14 ill low York. 

lit. X..oko -ch ao\hlJac tanhOI' troo \llo 1'r0UV7 P-"'iac rocotp\ ot 
lbe u:plOilOUOao 10b.lch ho hao roqueoh4 . 

Regraded Uclassified
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1'7( •) 
... 18 

•o cr:: 11q m. lt~ .... 
COinDIItUL nLII 

L. w. Ill*.! 
t .. ..aoll Q)RUIAfiOI 1llft 

BAH OF IIOUIID. 

Mr. Bfltora called •• \odq a\ .., boae ud. aade ret..,.ee 

to oenaira eubqe or oul•-• bn- tile IMretU'f or the 

! r NIIU7 ill Walhilllt011 lllld the C!l~~J~oellor ot the lahequer ill 

Londoo elld al iiO to Oeftaill D .. Br1U8b l'tlulaUona cd. illftNoU oaa 

to be 1ntro&loe4 Hl'l.T D«a "*• 
1 nplle4 that 1 had. oo illtonaUoo or ellher oulcr•• 

or r11ulaUona or 1nnNct1oDa, ilr. Boltoa a\ate4 thd h e waa 

,.,c11111 rae todq a 1-ctbT oUle the e u c ce or tlhich wu that th~T 

were Tel7 uld.oua to han t h e ott1o1al rahe 4.01 1/a to •.oa l/1 

quoted 1n ••• lro l'll:. Be aleo apolle or the rao1lU1ea now an up 

in Uew :fol'll: under tlhich our bllllta and. t he lew Yortt ccoi .. or 

certaill Bl'ltilh bcks could bu¥ d.o-cta17 ahrllna billa at the 

4, 0 2 l/1 rate. It that Wll not a t tloict tbq ldcht ooaald.er 

&1l'inl Federal Be••"• Bllllk or lew Iorlt d.ail.T order• to bu7 •d. 

sell aterlilll at the ottloial r at.. I n rtpl.T 1 poillte4 out that 

1t waa pr ott7 41tt1CII&lt tor rae to 41aauaa t bia .. uer Without 1117 

prior 1Dtonationf that 1 would oaretllll.T nu<l:r hia oule ec 

reeet•e4 11'14 wou.l4 aner that ~ioale With bia, 
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TREASURY D EPARTMENT 

INTER-<lFFICE COMMUNICATION 

OAT·II June 4, 194o. 

ro SecretA%')' V.orcentbau 

Mr. Cochr&n STRICTLY CONFIDENTIAL 

Mr . Loroy-!eaulieu, Financial Couneolor ot tho ITonch imbaaay, tel ephoned 
~e rroa 1\cv York tbh morni~~g in regard to a report vblch he hD.d aeon In tho 
!oev York Time a or ou.r action vi th reapoct to aocurit:y aaloo . I oxolained that 
tlh almply uu4od prov1oua or4•ra, ADd that tho t;enerel aubJiot of con­
trolllQ& tho laporte and sale o! dollar securitloa vblch micht havo been aelzod 
In Invaded countrioa vaa still under eoneid~ation. I told hia that the oueatlon 
rtpt be decided today. l!e ulced that I ull hi a in llov York 1t " deehion 
al(tt be r eached today. ao that he rr.A7 ooae to Vaahil:(ton toaorrov and diacuaa 
the nev ret;ula tiona vith our lepl daputaent, I can r<llcb llr, Lero:y-! eauliw 
at hh recular otfice until four or four-thirty 1/aahint;ton Uae and athr that 
In tho rrench Purchaalnt; Co=iodon, llhltehall, ll-7900. 

I told llr. Loro:y-Eeauliou that I recoiYc4 from tho French <mboo•:r 
7ette1'<1117 nenlnc a written a\l.mlUl')' of the ruuoatlona vbich he ha4 ca4e to me 
onr tho telephone in recard to our control or ill!'j>Orta and aBle of securitloo 
froo abrond nnd t hAt thio mt'lllorandWD bnd been reoahod in time for study by 
our croup which waa preparing tho now r • t;uletiona, 

June 5, 194o. 

!!nine been unable to r each Laroy-!eaulieu b7 telephone l u t ni&)>t, 
<nlhd hl11 nt 8:}0 thh mornlne; to let him knov that tho 'l'reaaur:r ha4 not 

1tl l aauod r c&Ul•tlona with respect to t ho ianort an4 tale o! oecurltleo which 
:1&1 ha•e been oohed 111 inYadod territory. I l\l4&0&tc4, t borefore, that he 
4•!tr hla eonteaplAtod •hit to the !raaoury woUl ouch or4ora '='/ be !awed. 
~~to! ua voul4 then be in a poaltioD to dtacue• the r.alee with hie. 
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TO s ....... .,. !Cor ....... 

PIOOM ICl'. Ooold'u 

file t oNl .. emlwlp - _. 41111 •oaq. .t. 4ftD-.N --• la 
t be pou4 4vi.Ac ~ IIOnU"C ... ott••• \1 aa aft•ru• llopron-t. Stel'li.Ac 
opo1114 at J . l9-JP., 111llall waa allo '"''•1'4q1o oloelac l'ato. U eaoo4 to a 
low of J.ltl-J{I at &OOiltlaa. .t. fi ... l' t .... ao, nl>llflM'l\lT ttppe&l'l4 aa4 
oterli.Ac 110\"14 9 to a hlp of J.20 lah lll tlle athnoooa. ! boo flaal qut .. 
UoD """ J.l9-JJII. 

Seloo of opot oterllac bT tm oh: reponi.Ac \ulto tna114 ~111,000 , 

rr- tile f ollowlac -•• 

17 oo .. rolal ooaoen.a .•. ... • •• ............... , .•.... , ... 1. 
11 forelp 'kllb ( ..-ope all lftll> .t..l'lOil), •••••• . ••.•• , 

te•al ... . . •• 

B7 ~o ... rolal oODOe~ • •. .. ....•.....••.........•..... ; •. ~11,000 
B7 torol,. beDko (Jurope aa4 Jar -..t) • •• • •... •• ..... . • •• 

!o,al .••. ... 

'!'lie tol1ovtac roponlac 'bul<o ool4 oo"oa 'blllo totallac 1.15,000 to \be 
!r1Uoll Cont l'Ol on tiM 'baoh of tl>o oftlollll rate ot ~.02-1{2• 

1.13,000 br ~ Ounat7 '!nan Oo 7"1 
1 ,000 ~ tlle I&Uo&al OU7 J&llk 
1.900 ~ t be Iniac !rut o~ 

1.15.000 !otal 

Spot otnllac la tiM -• ot 1.}1,000 ... poro11&114 frva tlle Jrltilh 
Cootl'Ol ot tl>o ottlolal rah of 11.. 0}-1{2 bT tl>o tollowlllc 'bellkl1 

1.17,000 ~ tbe- of IIMI>attea ( t or ..-'ber) 
10,000 '1>7 tile _,, !rv.ot o...,.., (tor ..-'bu) 

'11.,000 'bJ tbe I&Uoul Ol\7- (tor wl>llbT 
&ll4 tla) 

1.}1,000 !oW 

2JO 
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!~ 1r.,ch tra:1c DOn! with atorllnc u4 oloae4 al .0181-1/S. 

!he other iJIPOrhnt cvruolea wore otoa4:J' .ad clo .. d aa tollowt 

Swlaa fr&DOa 
CaudiaA dollan 
Lira 

.22112 
21..15/S~ 41aocnaot 
·0505 

!be CUban poao, wbioh roached a cvront low of 11-1/~ 41aoount 7ootor­

Ul• iOprond to 10-7/sf. todq. !rho llox1CaA p .. o waa 1mcbAzl«a4 at .1672. 

'!'Ito ~ wu quoted in SbaApi at 5-1/16~. ott 1/1~. 

Vo parcb&oed tb& followtnc &1101mh of ,old fro= tho oal'DAftod accc1mto 

ot tho bonlee indicated: 

$15,000,000 froa tho lank of Jraooa 
12 ,1126,000 !rOll tho Bllllk of hcland 

700,000 trOll tho Central llank of 
tho Coloabla:l Repnblic 

$28,126.000 !otal 

fbo J'a4aral Roaeno l!aDI< or llow York reported t~ followtnc abl-ata 

ot coldt 

$12,532.000 frOlll IIJ4:la:l4, ahippod 1>7 t~ Bllllk or hcl&nd to t~ J'edoral 
Rooarro Bank or low York, to bo oaraarkad for OOCOQDt or tho 

lank of IJ!ClaAd. 
J ,OSl,OOO fr<D Cauda, ah1ppe4 1>7 tho B&Dlr: of Canada, Ottaw., for ito 

accow.t to tho J'e4aral Raoorn B&Dlr: of llow York, for oalo to 

tho v. s. A••AT Office. 
14,000 fro• IJ!Claod, ahippe4 1>7 tho Ouaranty 'l'ruat Col!ll>&nT• London, 

to ito ho&4 office at Nov York, for oalo to t~ V. S. Ao1&7 

Of f i ce. 
$15.627.000 fotal 

In a report troa t ho J'edoral Raoe:tTo B&Dlr: of law York abowiJtC dopoaito 

t or the account of Aa1A "" nported b7 the Jrav York ~aoleo of Japaaooo 
b&oto on 11&7 29 , o'QOII depooltl totaled $39. 508,000, "daore&oo of $ll , S11l,OOO 
IInce tho l t>ot report aa of )(q 22. I nc1t>4a4 ln tblo total wore $28,177,000 

in dopooih with tho Yokollaaa Spaolo Be.llk, lrav York , lllldo b7 ito branohao 

i• Cblno (•hovlnc little cllaDce from ll&7 22) and dapooito of $1,302,000 
~. b7 tho hoad office u4 /l!p&UII braachoo (a ra4DoUon or $12,172.000 

l ioca ll&7 2.2). 'l'ho onrdraft of tho ho&4 otfi co and Ja-•• l>nllclloa oa 

CONFIDENTIAL 
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\u l>ooka ot Toteb-'o lev Toft: -7 ... ts2,521,000, a Uor.ue ot 
$1J,SJ),OOO oilloo 11&7 22. 

!be Joa'b&7 col4 prloo 4a..U.. \bo o('Giftloa\ of 1/141 \o $36.26. 

llpot ollnr 1ll Joa'b&7 worb4 ou\ h tu o('Giftloa\ of 1111.111, oft 
1/11· 

252 

! ro&OUoa took plaoo I.D. tu LeDAo• oilftr prlooo h4q. !u opo\ }ll'loo 
- tl:a4 at 2)4, ott 1/21. !M toJ'WN qaotaU011 w.e 224, oft J/14. 'I'M 
11. S. ocplftleDU, o~ .. l•*o4 M \M opoa aft:o\ rolo tor otor11.D.c, w.ro 
}3·091 a&4 )1.~11 ... .,..u ... 17. Oa tho holo of tho ottlolal oterUJIC-4oll&r 
rot o, opot oUftl' """ oq"Giftl.IM to ~1.1].1. 

J1oM7 u4 Ia.- HGoo4 Uo -tl-\ prloo tor torotca oil'f'H' \-7 
1/21 to 3'4-J/'-1· !M 'frouarT'• JIU<IIIuo pri.D.o for torotca ou ... r - -
cbllo&M at)~. ftle h \bo tlro\ \1M \loa\ luq u4 ..._,,, qaotaUOD 
u. ben lower \loaa \bot ot tho !ro&nr7' o obooo 11&7 17. 

Yo u4a fov puohaooo of oUnr htallmc 750,000 -• -or tho 
SUnr Pllrohuo !ot, all of whloh- ..., pr.....,\1011 tha torolCIL ~r111, 
for t orwz4 4aUnJ'7. 

CONFIDENTIAL 
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TREASURY DEPARTMENT 253 

INTER.OF1'1CE COMMUNICATION 

DATa June II, 19~. 

TO Seoretar.r NOrgect b&a 

STRICTLY CONFIDENTIAL 
fROM Mr. Cochran 

Nr. llu\011 telephoud •• 7 .. terdq atterDOOII to l DqUlre wether I 
bod aJJ:t lll!orut1o11 111 re!I*J'd to the Japanue llonrnae11t reerult1~~& .Aaerioan 
eeonoaloto t o eo11etltat e a eo.miaalon to Tlolt Jepan and that part ot Chill& 
occupied by the Japan••• · lit'. Gaoto10 told ae that Mr. Villlaa KTer, foraerl7 
h Veeblatto" bat nov at Cornell, had aet1o10ed thl.o ov.bJect 81100e Prohuor 
rronk Poeroon o! hit otat! ha4 been l!Orlted to Joll> thh croup. Ga!Oeral John 
'· 0'!\ran lo aloo aald to be illtereeted in the propol1tlo10. I11 &Dewar to lit'. 
A~etoo'e l .aqall')', I told h1a th<>t Monro. Honbeclc, 7eh and l!aal.Hon vov.ld be 
the o!tleero ln the State Departae10t a oot llk.el7 to be taalllar vi th thio oub­
Joct . I told hi& I ha4 h~ nothlq ot ow:h a aon, I alao opoloe vlth Mr. 
Vlcfleld IU&tler, vho wae at t he aoHJOt l .n a::t ottlee, bat the latter ha4 heard 
~otbiD& o! thh at Prl!Oceto10. 
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TREASURY DEPARTMENT 

INTER..OFFlCE COMMUNICATION 

ntow Kr. Oooltzu STRICTLY CONFIDENTIAL 

Late 70ot.rd.q ..,..,lac Kr. Cc>lle4o hlophono4 .. frca tho ])apo.rtaODt of 
st~to. Bo t old •• tbat tho Bollrlu llilrlohr ba4 protooto4 T1coroul7 to 
U..4or-Soorotor)' Yolloo ~ot tba 4otuUGA 'o7 tho l'o4oral llooorTO Balik of 
l ev Yorll: of t.llo col4 'llldch tho CctnJ. Balik of llol1Tla ba4 r~uoto4 t o 'oo u .. 
oateho4 'o7 alrplaAo t o La Pu. Collllollo ba4 boo 111 t ouch Yith t11a l'o4eral 
i.oo"o :aoo..-4, aD4 ooupt fiT a4T1 .. ao t o "*'•thor ho olooQJ.4 opeelr: fllrther Yit.ll 
lho :ao.rt or v1t.ll tha Jult 1a lev Torll:, Bo ota to4 \bat .ttoa ho ba4 ta11oo4 
oaditr Yith Kr, Clo.riur of tho :loo.ri, Kr. Yolloe ba4 aot 70t rece1Yo4 the 
Jol1Y1u Kilrlotor aD4 coaoequatlT ba4 ao roaOOD to tab onch a atroJOC pooiUoa 
ao he 1o nov 41opoao4 t o ae.-. '!ho Jol1T1u CloYe..-... t toot o=epUoa to 
lhe act of the l'o4enJ. llourTO Balik, allociac \bat U reproouto4 proenra 
oa Jo11Y1a b7 the state Depo.rboat aD4 tho II&ZI4.t.ri 011 Coapaa~T. 

I to14 Collllollo \bat I peracaa.llT vaa -tbatlo Y1 th tho Contral Bull: of 
Jol1Y1a, a1aco I aUll ba4 tbo 14oa \bal 0011lral llaDic ho141JICO olocQJ.4 bo.Yo Yll'7 
1J>OC1al contidero.Uoa, aD4 aboQJ.4 aot 'oo 1atortoro4 vlth 011 1Dtoi'Ml protooh 
of pr1Y&h 'baDI<aro. I 1uhto4 that tbio vaa aot a uthr onr .ttich \ba 
Trt&l\ll'7 ba4 Jvio41oUoa, or coQJ.4 CiYe iutrw~Uoao. I oouooto4, bOVOY.r, 

254 

lb&t Oollllollo talk ~ v1 t.ll the l'o4oral llooorTO Boo.ri aD4 1D41oato t.llo tAo• 
1otorool of tho Steh Depo.rtaODt 1a oaoiiiC tho uthr oottlo4 to tho oaUofaoUoa 
or lho llolhiu Clo'fon••"' ae quickl.7 ae pooo111lo, 
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P.iJlAPBRAU or m.wauc Sift 

TOI Aaer1oan Lept1on, La :Pas 

DAHl June 4, 1.940, 8 p.a. 

NO, I 2• 

Reference 1e aada to telegru ot Xa7 llO, No, ~ 

troll the Legation. 

The aattar naa been d1eoueeed with the Bol.1T1an 

M1n1eter and the Federal. ReaerTa Bank ot lfev York. The 

M1n1ater naa aekad tha Departaent t o help 1n getting 

the gold ah1pped to the Banco Central. de Bol.1rta. 

Counsel. tor the Federal. Re .. ". Bank ot lew York 

and the Pedarel ReeerTe Board nan adT1eed that the 

Federal. ReeerTe Bank ot New York might be l.1abl.e to action 

tor damages 1t the ordare of the ownare of the gol.d are 

not carried out, regardl.eee of the tact that ooneignaent 

ot the gol.d to the Federal. Re .. rTa Bank wae aade tor the 

aooount ot the Banoo Centrel. The J'edarel ReearTe Bank 

ia taltlAg the poe1tion that, h&Ti.ng been pl.aced on notice 

ot the ol.ala ot the Banco Jleroant1.l., 1t ia necau&rJ to 

cl.ar1f7 ovnerehlp and control. oYer the gol.d, or 1 t will 

be neoeaa&rJ to haTe one or other of the two partiea 

Withdraw 1te order. 

So ae to cl.ear up the aatter, fOU are requeeted to 

eend the Department b7 oabl.e the deta1l.e ot the arrangeaente 

whareiiAder 
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vbereWider the Banco Xeroant1l 1 1 gold wae turned onr to 

the Banoo Central 1D 1934 to eerve aa collateral tor the 

London loan. You are also requeeted to intont the Depart-

ment ot the present statue ot suoh arrangemente, particular~ 

in view ot the taot that the London loan wae repaid, and the 

Chaee Bank released the collateral. What the Department 

would like to know is Whether these a.rrangemente result 

1n t1tl.e pau1ng to the Banco Central or whether t1Ue 

and control. over the gold revert• to &he Banco Keroantil 

at onoe. 

Furthe~re, the Department requeete information 

whether Bolivia ' s gol.d and foreign exchange regulations 

permitted the Government to al.l.ow gold export only tor 

a certain purpose, and once th1e purpose wae served, 

to recall that gol.d to Bol1v1a. 

A requeet t or e1mil.ar inrormaticn ie being addressed 

to the Bolivian Governaent by the X1n1eter in Yaahington. 

liVU.o 

EA:GL:M8G 
!IA:EGO 

EA:LYY 

(BF) 
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GROUP !-!EETING June 4, 19lio 
11:15 a.m. 

Present: Mr. Haae 
Mr. Foley 
Mr. Gaston 
Mr. 'l'homoaon 
Mr. Graves 
Mr. Schwarz 
Mr. Harr1e 
Mr. llh1te 
Mr. Cochran 
Mr. Sull1van 
Mrs. notr: 
Mr . Bell 

R. I!.Jr: Well, Nonoan, bow do you teel? 

Thompeon: I reel pretty good, thanke. 

H. M.Jr : Why don't we open a branch ottioe down there? 

Graves: 

H, M,Jr: 

Graves: 

H . l~ . Jr: 

I Juet thought I might get acquainted with you 
all again. 

This evening atter ott1ce hours - I have talked 
myself w1 th George Mead - George Mead 1e to go 
downetairs, see, and I have told him t his so 
it is understood. He ia occupying about tive 
ottioes down there already, and eo he will go 
down. It will only be temporary an)'lfaY, and 
I want that room t omorrow mor ning ready tor 
Mr. Nelson, beoauee I want him t o have en 
ott1ce here aa wall ae over 1n t he Procurement. 
Besides Acting Director, we wlll aleo make him 
Aes1stant, t oo, pleaee. Did he meet --

Coll1na? Oh yea, he spent a couple ot boure 
with Collins. 

Well, you tske .him on at the beginning, .on't 
you, and help him out? 

Yee, air. 

That (banding document t o Mr. Bell) ia tor 
either you or Sullivan. 

Normant 
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Thoi!IJ)eon: 

R. I!.Jr: 

\fl\1te: 

· ii : M·.Jr: 

Wh1t e : 

H. M.J'r: 

Olhite: 

- 2-

I han onl.7 that thing. 

He gete here to..,rrov. I v1l.l Juet elr.1p Bell 
t or a minute. I will oome b&olr. to JOU, Dan. 

Harr7, good morning. 

<Jood morni ng. 

Did JOU get •1 telegramt 

I got your meee&ge. I vae here &t the tl.ine . 

Did JOU m&lr.e uae ot 1tt 

I oert&1nl7 d1d. 

(Unrecorded tele~hone oonTereat1on vee held 
v1th Hr. Young.) 
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l! . !!.Jr : 

Bell : 

!!, !!.Jr: 

Bell: 

!! , I!,Jr : 

Bell : 

!! . !I.Jr: 

Bell : 

l! . l~ .J r : 

\\'hi t 8: 

H . ~!. J r : 

Vhl.te: 

1!. !4.Jr : 

White: 

I!. M.Jr: 

Whi te: 

Harris: 

R. l~ .Jr: 

. -

- } -
Re aaya you (FoleJ) deserved all the credit. 
I IIIII proud or l!lJ' depiU'tment. I am serious. 
The vay these other people do these things 
in a halt baked va1 and Just let the ends lie 
all over the lot - Bob Jackson told me Sunday 
night that t he opinion had gone over . They 
don't knov vhat goee on in their ovn departments. 
You v111 get a chance to tell me more about it 
artervard. 

This letter covers the meeting ve had t his 
morni ng prett1 vell. 

Oo ahead, Dan. 

I have nothing. 

Rov ia financing? 

Financing is all right. 

Do 10u want t o ata1 behind a minute? 

Yea. 

Harry? 

You might be interested in knov1ng that the 
RFC bill before t he Hou• e t o purchase atrateg1o 
materials had added to it a paragraph to meet 
Wall ace's dea1rea. It i a a compr omise. 

Well, t hat is Washington. 

Yea. 

What else? 

That 1s all. 

Anything else? 

No, nothi ng important. 

we, at the request or the Navy, are grabbing a 
lot or lathes and machinery and what not. I 
don 't know where we Are going t o end up. 

That is Mr. •sknudaen•. 
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Karr11: 

H.J.I.Jr: 

Harr1a: 

!i. :.(.Jr: 

llh1te: 

H. 14.Jr: 

Gaston: 

Harrh: 

H. !4.Jr: 

Harrie: 

H. U,Jr: 

Karr1a: 

H. !1.Jr: 

Harrial 

H. M.Jr: 

- 4-

Vell, we are stopping quite a tew ehipmenta, 
and the Japaneae and the Rual1an Ambaeaadora 
protested to the State Department on it, but 
we are etill doing it and we have no authority, 
but we are still doing it. 

Vell, ot oourae thh Captain ot the NaY]' - Almy, 
he ie doing it , I euppoae, on the d1reotion ot 
the President, and it waa done by you tellowa 
without ~ knowing anything about it. 

I think it ia very intelligent, too, because 
there are some great big lathes and all kinde 
ot etutt which vould take many months to build. 
Ve m1gbt Juat aa well grab t h111. 

Vel l , I asked Mr. Edison to do it three oonthe 
ago, and I had a lbrosal letter from him telling 
me it vaa impossible. 

Ia that that big lathe, that very large one? 

There is fifteen million doll ars worth ot 
Japanese and Ruae1an etuft that I had a list 
ot that I wanted him to atop. The President 
wanted it. I got a formal l etter back trom 
hi.m saying it oouldn •t be done. 

The tallow that 1e pushing thie 1a a Lieutenant 
Commander who ie an ex-Customs employee, so that 
ie the explanation. 

It runs in the blood, apparently. 

I am delighted that you people have eo much 
i ntestinal fortitude. 

I Just had a visitor who asked me t o give you 
hie beat regards, Martin Convoy. 

Oh, good gosh. Vhat else? 

I would like a minute today or tomorrow --

Tell Mao. This afternoon. 

All right, any time. 

Juet tell h1m that. O.Orga? 
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HMe! 

Scbwar~: 

Cochran: 

H. M.Jr: 

Sullivan: 

H. l!.Jr: 

Sullivan: 

H. X.Jr: 

Sullivan: 

!!. I{.Jr: 

Fole:r: 

R. !-l.Jr: 

Sullivan: 

H.J~.Jr; 

Sullivan: 

- 5 -

Steel ie reall;r good. 

Nothing. 

Nothing, s1r. 

(Mr. Sullivan handed letter to the Secretary 
for in1t1e.l1ng). 

)(y God, bow I hate t o do t his. 

Redoubled. 

"lhat shall I do, 1n1 t18l 1t or a1gn 1 t? 

I nitial it. 

I am going to give you a chanoe in t he not too 
far distant future to tell me about l ast night . 
I promised Bell a chance t o talk to me as soon 
as we get through. The:r eaid this Governor or 
Lou1e1ana 1e coming 1n at two . 

He 1s making a very s ubstantial r a ise on our 
fellows down there. He ie t aking over the 
Collector to run the tax end or the system in 
Lou1s1ana, and we have an understMding with 
him that our man shall not l eave until after 
Congress adJourns, because we will want to put 
s omebody 1n action without too much Congressional 
interference. I discussed t he ~est1on, and he 
ie a pparently agreeable with it. 

Basi l, three thirt;r. 

He is not onl:r agreeable, but he wants it. 

Fole;r, :rou and Young at three o ' oiook. 

Now, the Commissioner ea:r• t hat he 1e taking 
a great many men out ot the ottioe and suggested 
that we convey t o Governor Jones t he idea that 
s1noe he ie taking the leaders, he had better 
go easy on the rest and leave some force there 
tor us . 

Everything else all right? 

Yes, s1r. 
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Foley: 

H.M.Jr: 

Foley: 

H. M.Jr: 

Bell: 

Foley: 

Bell : 

Foley: 

Bell : 

Foley: 

!l.li. Jr: 

Bell : 

H.!-(.Jr: 

Foley: 

H.M.Jr: 

Foley: 

- 6 -

Mr. Secretary, I have gotten 1n touoh vith 
three tellova that used to be vith ue 1n 
Bernie 1s shop tor during the exchange control 
work and I have got t en two or them back. Buu. 
Aarona can come back tor the eummer montha. 

Where ie he nov? 

He ie i n Milwaukee and I woul d have to put him 
on the etabili~ation roll it I got him back. 
I s it all right to put him ont 

Norman looks darned hueky to me . I v111 bet he 
vill tight 0 

You oould put him on t hie extra appropriation 
ot tour hundred thoueand. 

When are you going to get it' 

It is in this l ast bill. I don' t kno~ when the 
House is going to paee it. 

Then I would have t o claesity the Job, Dan. I r 
I do i t on the stab1litat1on tund, I don ' t . I 
can just take him back. Why don 't we put him 
on the stabilization tund roll and when your 
money is available, ve can reimburse it. 

It 1e all right v1 th me. 

Whatever t hey eq. 

It i a all right v1th me, because they do need 
eome more help. 

All r ight . 

I have got ten these three tellova nov. 

Didn 't Aarons - wasn ' t he over at Farm Credit? 

That is right. He is a very good t ellcv. He 
vent back into private practice. These tellova 
all know our vaye and haYe had experience here, 
and are willing t o come back nov to eaor1tioe 
and help out in t his emergency. 
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li . II. Jr: 

H . ~!.Jr: 

Schwan: 

!! . l! .Jr: 

l oley : 

!!. !·:. Jr: 

Gnston: 

H. M.Jr: 

Gnot on: 

H. H.Jr: 

.. 

- 7 -
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I thought he wns one ot t he boya i n Farm Credit. 

That is right, he c am e to you in ' 33 and you 
brought him over here. He has always been with 
us. 

l4r. Jerome Frank did n 11ttle tnlking (handing 
cUpp i ng t o Mr. Sohwnrz). 

They called him after he had been here. 

~foodr1ng got the needle n 11 ttle bit 1n 
Pearson and Allen's column t his morning. 
I t hought he wne going t o t ake exception. 
He enid he didn't know what he vas doing when 
he signed t hat order i n l!aroh. He enid he 
thought he was just serving notice that agents 
ot t hese governments couldn 't come in unless 
t hey were accredited by the State Departoent . 

Did you get t hat t rom t he column? 

I saw the column before I went over there. 

\{ell , I am going t o get that report from you 
and Philip. I am very anxi ous t o get it. 

At the request or t he Stnte Deonrtment, we 
issued orders to the 1 Camel1 to speed up her 
nassage to Greenland. The Danish Governor 
and t he Consul are disturbed about the acti ons 
or the Canadians and the British . They haven't 
been entirely trank, according t o Ber l e. You 
probably noticed that we took up our appropriation 
t or adell tional men i n the Coast Ou..rd in the 
r egular vay. lfe cleared 1t w1 th the budget and 
we also cl eared with t he Ao~ropriations Cocmittee 
tor another deticienoy. 

Did you try t o get any more pl anes tor the 
Coast Guard? 

No, I didn 1 t. lie m"de a talk on some extensions 
to the Academy and a l so tor reconstruction ot 
Fort Trumbull, but we didn't get anywhere on 
the detio1ency basis, so I think we will salt 
t hem up tor next year's appropr i ation. 

Everybody else heppy? 
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HfU'l'ie: 

B.li.Jr: 

Barrie: 

H.M.Jr: 

Harr1a: 

H. l!. Jr: 

llarrie: 

H.li.Jr: 

- s -

Jho, Seoret&J')', :rou 1natNote4 •e to t~ to 
tha State Departaent about freaeu~ emploJ8ee 1n J'ranoe. 

x ••• 

Ye worked that out 1n our ow Dep~trt•eat. Ye 
d14n 1 t feel 1t neo .. aar:r to tllllt W1 th theL 

'llhat did J'OU dot 

Yell , we oabled Ya1t, aelted h1a tor h1e 
reooiiUII&Ddat1ona, and then followed them. 

llhat were tbe:rt 

!letum tour people all told, Ye ha•• been 
re~1ng a tew tro• t1•e to U&e. !hie 
oleana QP aoat ot th ... 

Bell and lloraan !bompeon a tar. 
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Operator: 

l!.!l.Jr: 

J.tr. Edward 
Stettiniua: 

!! . v .Jr: 

5: 

H.!:.Jr: 

S: 

S: 

H.M.Jr: 

S: 

R.".Jr: 

S: 

H.!' .Jr: 

S: 

( H.l' .Jr: 

Go ahead, please. 

Hello. 

Hello, l!r. Beorc tary. 

June 4, 19~0 
8: )2 a.'!l, 

Yea, good morning. How are you? 

I wanted to renor t some vory encouraging newe 
in the steel industry . 

Good for you. 

Orders are roll ing in to beat the band and it 
looks to me like t here will be tull house 
operations 1n the steel industry for some 
months to oome. 

Wonderrul. 

That same plan that I told you about ten days 
ago was continued and • •••.• 

It 1 e still on the domeetio aide. 

Well, of oouree, yea. But eome or the releasee 
of the export are beooming --but it1 e atill 
t hat over-all general, m1eoellaneoue vitality 
that I told you about the last time that ve aav 
eaoh ot her •••••• 

Yeah. 

••.•• • that's oom1ng from all fields, even 
agricultur al buying in v1re produots and oollliiOn 
roof ing produote and t hat kind of thing 1e 
ehoving quite a substantial Vitali ty, and the 
Whole thing 18 very, very oheer1ng. 

Good for you. 

Now, t hie 18 my last off1o1al , formal report. 

(Lau~el 
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S: 

R.li.Jr: 

8: 

R.li.Jr: 

8: 

8. !-f.Jr: 

S: 

8: 

R.I!.Jr: 

S: 

H.M.Jr: 

8: 

H.M.Jr: 

S: 

R,M,Jr: 

S: 

- 2-

I'• oleaning up in the eteel oorporatlon to4&7. 

lfhere are :rou talking tro•' 

I'm talking from the Federal Jleeene. 

Oh, :reah. 

.A.nd I'm g1rtng -- I 1 Te made arrangements there 
to be relieTed ot all dut1ee and reepone1bi11t:r 
and 1t eo happene that a:r duUee han to be 
till ed, eo I haTe to haTe a euooeeaor eleoted 
to ae 1n the eteel oorporat1on. 

I eee. 

It'• a . big eaor1tioe to aalte, but I want to aalte 
it. 

Well , I 1 Te got m:r aone:r on you and I vent out on 
the end of the 11mb in ooMeot1on v1 th :rou V1 th 
the Preeidont, eo • •.•. • 

Well , that•a avtull:r nloe. 

•••••• I don•t, I moan, I hope :rou don't let 
me dovn. 

Well, I von•t. 

I th1nlt I vae the tiret pereon t o reoo-nd :rou 
to the Preeident. 

Well, that' e nrr, nrr graUtJ1ng. 
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But ar experienoe V1th :rou vaa eo eatUtaotorr ..... 

Well, I'• going to gUe, Kr. Seoretary, I'• going 
to gin th1e 01'eryth1ng I 'n got. 

• • • • • • and eo, :rou tnov the thing that :rou talked 
to •• about oa1:r the week before, that :rou oould 
oa1:r ooae in b:r the baok door -- remember? 

Oh, 711. 'l'he people. -
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H.M. Jr: 

8: 

H. H.Jr: 

8: 

H. M.Jr: 

S: 

R. '! . Jr : 

S: 

H. H.Jr: 

S: 

H.H.Jr: 

S: 

- 3 -

Yee, the eame people, but alwa;re through the 
baok door for they eeem to be aehamed to eee you 
throUSh the front door . 

Yea. 

HaTe you forgotten t hat already. 

(Laughe) What wae hU reaotlon to that? 

I d1dn 1 t eay that to hlm. 

Oh, yea. I underetand. 

No, I almply told hla 11.y experunoe w1 th you 
and how eatlafaotory lt had been. 

Well, that•a awfull y nloe. 

And • •••. • 

Well, now Whenever I oan help you ln any way, 
you let me know. 

That goea both ways. 

Thank you, alr, good-bye . 
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H.J.!.Jr: 

Arthur 
Purv1B: 

H.}l,Jr: 

P: 

l! . l! .Jr: 

P: 

H.l' .Jr: 

P: 

H.l !.Jr: 

P: 

!! , I!,Jr: 

P: 

l!.M. Jr: 

P: 

H. :.~. Jr: 

P: 

- -
----~--~~------~~ 

Hello. 

Hello, Good morning. 

Good morning, Arthur. 

How are you' 

JUne ~. 19llo 
11: 11! ""'· 

OUr bore worked through unt1l 12:20 last night 
and t hey finally wore out the Attorney-Oe.neral 
eo that he gave an opinion. 

(Laughs) 

8o I thi.nk -- they•n been onr at the Var 
Department einoe eight thie morning and Philip 
Young called U!> that the t hing 1a going eo well 
I think you'd better hop on a plane and oone on 
down. 

All right, I'll do t hat. 

Beoauee and be r eady to take the atutr over. 

Yea , 

!bey• ll be ready by the time that you get down 
here , eo I understand. 
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Yea. All right. Nov, in that oaae, ve•ll do 
that, and I think I'd better bring 
down, the head ot the Prenoh arma~:~ent -- teohnloal 
tellov, eo that he can help ohooae, I mean, help 
on the teohnioal aide and eo on. 

Listen -- ah -- hello. 

Yea . 

Let me make a euggeet1on. Take everything that 
the1 otter 10u. 

Yea! 
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R. !,Jr: 

P: 

H. •!. Jr: 

P: 

H.M.Jr: 

P: 

R.JI.Jr: 

P: 

P: 

H, M,Jr: 

P: 

.R.M.Jr: 

P: 

H,M, Jr: 

P: 

' 267 
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!eke nerythlng. 

I think we Will Without queetion. 

Yee, beoauee it•e been the tight ot the year ••• •• • 

I 1 m eure 1t haa. 

• • . • • • and everybody here ia -- well, we juet -­
they started at t our yeaterday and we got through 
at -- General Marahall ga•e lt three hours 
h1meelt. 

Yea, qu1te. 

But ve tlnally got thlnga etra1gbtened out. I 
think JOU'd better oo•a on down and when you get 
in, Juat give me a ring and I'll let JOU ltnov. 

All rlgbt , I ' ll let you know juet ae soon ss 
I get there. 

I tell you, you mlght l et 
Mre. ~lotz know, send her 
you think JOU' re golng to 

you might let 
a telegrem What ti1D8 
oome. 

Yee. I'll haYe word eent to her ae eoon as I 
oan get onto the plane and ! 111 juet get a 
eandvloh betore I leave. 

Yeah, beoauee we••e juat turned Valh1ngton inside 
out to get thU and I t h1n.k i ~ would be - •••• • • 

Oh, I agree. Qulolt aotion in 8'1'erythlng. 

• • • • • • and I th1nlr. it would be good ball nov 1t 
JOU ' d p1olt 1t up and oarry it. 

Oorreot . (Laugbe) I ' ll try and keep the ball 
i n the other oourt. 

Well , they want to begin paoltlng thU etut t and 
eh1pp1ng 1t at onoe. 

Goodl I told Monnet on the telephone laet n1gbt, 
I eaid, t or heaven ' • ealte, eend JOur shipping 
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!f . H. Jr: 

P: 

H. !.:. Jr : 

P: 

S.!~ . Jr: 

B .~·.Jr: 

P: 

H.l' .Jr: 

P: 

P: 

'I .~.Jr: 

P: 

P: 

- 3 -

inatructiona, it•e no good -- (L~ughe) noth~g 
short of the oaee mark1nga w1ll be an:r uee. 
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Yeah . Now, don't let me down, because I told 
them :rou' Ye go t a boat ready and eYer:rth1ng to 
move it on. 

Yes, well, all right. Well, we'll take care of 
i t . (Laughs) 

What? 

Right :rou are, air . 

Yeah, and don 1 t let an:rbod:r - an:rbod:r be tuea:r, 
pleaee. 

No, no. I know. 

See? 

I know. 

I mean, as I get 1t, unless there's a change, 
Army 1s ready t o begin eh1pping today, and What 
they want 1e a deet1nation. 

Good. A11 right. Well , I' l l take t1me Jus t to 
tr:r and get a boat lined up. Of oouree, we' ll 
have to know the tonn~gse. !hat• e all right, 
we ' ll get right at it. 

Right . 

Right. 'fhanlt :rou nr:r J:IUOh. 

Well , :rou don ' t know what we've gone through 
here. 

I oan -- (Laughs) I can i magine 1t'a not 
been ea&y. 

o. lt • 

.Ul right. !hii.Dk :rou 1'tr:r l!llloh. Oood-b:rt. 
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!I.M.Jr: 

Operator : 

!I.~!. Jr: 

Robert 
Dougbton: 

H,I!.Jr: 

D: 

H,l!.Jr: 

D: 

I!. M.Jr: 

D: 

!I,M,Jr: 

D: 

H.!!.Jr: 

D: 

H.M.Jr: 

Hello, 

Ooahet.d. 

Bello. 

Hello, Henry. 

Yee, eir, 

Bob :Doughton. 

Yeeh. 

June 11-, 1911-o 
11:57 •.•• 

I waa Juat U>illklng onr ' hh matter about the 
atrategy of th1a tall ow• R1Ter a • . 

Oh, yuh. 

I was wondering it it waa batter tor me to Juat 
tell him to go on ·dovn and let Mr. !hompeon 
explain· that matter 'o him or tor me to take it 
up with him. 

Yell, !holl])aon w1l.l be glad to explain U to him. 

Yell, here'• wat I ' hough, . It !holl])aon w1ll 
go down and Juet let !be•- tallt and you Ull 
Mr. !'hollpaon and lt' !hoapeon tall h1• that I had 
reoo-~d him •'rongly. 

Ye 1ll do U>d. 

But th1e 111Teat1gat1on had dUoloead eo and eo ...... 

Yeah, 

• • . • • • and un.le .. that matter oould be .traightened 
up aoma ~ 'h•' '~!are Juat oouldn't be any 
appo1n~ent aaade, and ma7tle U would be batter 
tor me to tell him. 

Yell, we'll be glad 'o do u. 
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D: 

H.M.J'r: 

D: 

H. l!.Jr: 

D: 

H.V.Jr: 

D: 

H .~.Jr: 

- 2 -

Well , I'll Juat tall hla t hen that •••.•• 

You tall hla to ooaa down at tar lUDoh t o aee 
"orman !bompeon and ve ' ll t ell h la. 

Noraan !bompeon. 

Yeah. 

I'll tell him to ooae and I vant 70U to pat 1t 
up to h1a t hat I' Ye done a :r tull duty, all t hat 
an:r'>od7 oould do. 

I ltnov . 

Well, thank :rou Yer:r muoh. 

o. 1:. 
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!l .J.t.Jr: 

Jerome 
Frank: 

H.V.Jr: 

F: 

!! ,!t. Jr: 

P: 

F: 

Hello. 

Hello, Henry. 

Yeah. 

June 4, 194o 
12:56 " · "' · 

I needn't have bothered rou, beoauee atnoe I 
called ;rou I epoke to !d Poley, but I oan tell 
:rou Vhat lt vas. !he nevepaper bo;re over hare, 
ve gather, dldn 1 t get at t1rat the 1mpl1oatlon 
ot ;rour ordere , -- thoee ordere ot reeterda;r 
and thle morning, and I bad an 1dea that 1t 
elther ;rou or -- 1t ;rou were golng t o have a 
preee oonterenoe, or lt the Prea1dent were to 
polnt V1 th pride and tell t hem Vhat 1 t 1110ant, 
1 t mlght g1 ve the etor;r a booat. 

Oh. 

You aee, the;r read lt and 1t looked klnd ot 
teohnloal to them and t he;r didn't quite understand 
what 1t vaa all about. 

I eee. o. X. -- but you -- thank ;rou. 

All rlgbt. 
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OJ>erat or: 

Leon 
Henderson: 

!l. li.Jr: 

II: 

H .:~. Jr: 

H: 

l! . !!. Jr: 

!!: 

H.!l .Jr: 

II: 

R.!! .Jr: 

P.: 

!1: 

'l'here :rou are. 

Hello . 

Yea, Leon. 

June 4, 19l!o 
2:~ p .!!l. 

~nudaen asked me this morning in response 
to somet hing - - 18 there anything I oan do tor 
:rou - - ah -- vbat about a depreo1at1on r ate and 
I t old him that you had t hose 1n your deoart ment 
and he asked me about getting them tor him. 

Depreo1at1on rate? 

Yeah. 

What do :ron mean? 

Well , the allowanoee on buildings and equipment, 
you see. 

Oh, good God, are t hey going to start that 
alreadY' 

I don't know. He didn't give any indloation 
aa to what 1t vas ••• • •• 

What the hell baa that go t to do with 
produotlon? 

Yell, I don't know. 

Neither do I. 

Yell, all I ea1d to him was I ' ll under take to 
get tt tor you. I'•• got an aooountant here 
that I oan send over. I suggested to him that 
he see your people , get the material and work 
up a memoranduo wh1oh I oould give to ~nudaen 
and • •• ••• 

Yell, you'd better not eend any aooountant over. 
You' d better eee 8ull1Yan, htmaelt. My God, 
we rought t hle out with the Aroy generale and 
adlll1rals nov long enough. I 1m not going to start 
fighting 1t all over again. 
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( 

H: 

H.::. Jr: 

!!: 

:! : 

H. !1. Jr: 

H: 

H. t' . Jr: 

H: 

F.. J!. Jr: 

H: 

H. l: . Jr: 

.. 

- -

- 2 -

Well , it - - al.l I want ia juat the phyUoal. 
accounting that the - - you al.low ae a matter of ...... 
• • • ••. well, don• t a end any accountant over. It 
you want that you better see John Sullivan and 
get the story straight. 

Well, it Just ha~pena t hat I promised to be in a 
meeting here and I promiasd to see Brandeis t his 
afternoon . 

Well, I 1 m not -- we haven' t got time to fuss 
around with any accountants, I aean, t his fight 
haa been goi.ng on here now f or 1:10ntha. 

I know. 

And any time you want to aee John Sullivan he'll 
be delighted to see you , Leon, but we haven't got 
time for any aocountanta . I 've fought this 
battle t oo long now. 

I know, but it isn't a mat ter of my getting i n 
the battle, I don't want to get in the battle 
and I don•t want -- all I-- It's just a matter 
o f getting what your information is •• • •••• 

Well, the information is cer tainly available to 
t he accountants of General l!otore, I aean, they 
don ' t have to oome down here to get it. 

Well, be basn•t got thoae fellows here and he 
hasn't got any atatf over t here. 

Well, I st ill aay, if you don't mind, on account 
of all the baadaohe I've had with thia, if you 
want to talk about depletion or depreciat i on, 
you'd better start with John Sullivan . 

All right, 

I ' m sorry, but I 've got to atiok by my guns. I've 
had too many rear-guard aot1one on this. 

All right. I'm not in this thing-- I was • •• • • • 

Well , t ake a tip and keep out of it. 
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B: 

H,M,Jr: 

H: 

H. K.Jr: 

H: 

H,l!,Jr: 

f 

-'-
I Will. 

llat 1t ~en nnt• to kllow 'llbat tile 7reU'IU"J 
U c!o1na, ln h1a ooae oYer and ••• John lull1'1'U, 
an4 I

1
11 tell J ohn. He'll be glad to ••• tUber J'OU or l:lllldeen • 

.Ul r1cht . 

I•a eorr,. I•a eo dtf1D1te, bat I 'Ye had too a&nJ' batn .. oqr t hu . 

I know, .Ul r18ht, thanlr: J'OU, 

!hanlt J'OU. 
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H.!-' . Jr: 

o, erator: 

H.}' . Jr': 

John 
Sullivan: 

!!.!'.Jr: 

5: 

H.!f.Jr: 

S: 

H.t: . Jr: 

S: 

l!. l',Jr: 

S: 

H.l' ,Jr: 

8: 

H. r: . Jr: 

S: 

Hello, 

8ull1 Ye.n. Go ahead. 

John. 

Yes, Mr. Secretary, 

June 4, 194o 
2:38 p. m. 

Leon Henderson called me up -- you're going t o 
get a copy ot the conYeraatlon -- and he wanted 
t o send an accountant onr here at t he request 
ot Mr . (nudsen t o look into our acoountlng 
methode on depreciation, and I turned hi a down 
fla t . I t old hlm either Mr. (nudeen or Mr. Leon 
Henderson wanted to see you, you'd be glad to 
see t hem, but we weren't going t o haYe any 
accountant checking up on the Treasury. 

Yeah. 

And you' l l get the tull copy ot my conversation. 
I t' s being typed and sent in to you. 

I see. \fell ...... 

In other words, t hat ' s t he tiret Job t hat 
Xnudsen 1e taking on, 

This 1s t he tore-runner tor a plea tor 
IUIIOrt1 zat1on. 

Sure. 

That 1 s exactly 1 t. 

Yeah. Well, I t old them that at any time 
t hey ooul d see you, but no clerks. 

Yea. 

o. x. 
Very well, sir. Thank you. 
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Operator : 

H.M,Jr: 

Operator: 

H.!!,Jr: 

Seoret&l')' 
Io!tea: 

H.M.Jr: 

I: 

H.l1. Jr: 

I : 

H, M,Jr: 

I: 

IU!,Jr: 

I: 

H,M,Jr: 

I: 

H, M. Jr: 

I : 

H.M.Jr: 

I: 

Oan JOU watt Ju•t a aomentt 

Hello. 

Al.l r1Bbt. Go ahead. 

Hello. 

Hello, Hell1"7. 

Hello, Harold. 

(une 4, l94o 
:25 p . a . 

Oo-ntl"'IIr Olean oalled ae troa llael'aMnto the 
other da7 about th1e G1ann1n1 oaee . 

Whot 

OoYemor Oleen. 

Oh, ;ree. 

He laid that G1ann1n1 vaen•t ao muoh oonoerned 
about What would happen a1 be va.e oonoemed at 
the dlla:r, that he woul d lUte t o han t be thing 
deo1ded, 11' he oould, qu1ol'~:r. 

&ow 'llbloh oaee are JOU talltlng aboutt 

Oh, hell, I don ' t know. 

Yell, the Bank of Aaerioa oaee haa been eettled. 

Yell, then 1t couldn't be tbd. 

AD4 1t • • the \'raneuer1oa oa.. wb1oh u 1n 
1.1.0. hande. 

Oh. You haTen•t anything to do w1tb itt 

Ro , thaDit God I 

All r1Sbt. 

21G 
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H.!(. JJ': 

I : 

H.M.JJ'I 

I: 

H.M.Jr : 

I: 

- 2-

lo, lt•o -- ••'9e oettled our 41ttloult1oo 
wUh reprd to the I&Jilt ot .berloa. 

All 1'1 gM, He111'7. 

••llo. 
Yeah. 

1o u•• s.&.o. 
Yeah, thanko. Ooo4-b,... 
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Secretary of State, 

Washington. 

59, Jun£ 4 , 4 p , ~. 

SPECIAL GRAY 

Tllll1nn 

Dated June 4 , 1940 

Reo 1 d 11 :25 a , r.lo 

Estonian l:1n1stcr in Berlin reports acute anxiety 

on the part of the Gernan Gove~ent that the ~Erican 

Gove~cnt is about to frEEZE Gcr.nan dollar holdi ngs 

in the United States . 

Ar.l also reliably informed that the Sov1 ct Govtrn­

r.lf:l\t is suffering from a lao!< or foreign exchange. _l 

Dollar payments to Estonia have been suspended and 

the Sovi ct authorities have req.t csted a substantial 

overdraft, 

I n Lithuania Red Aro.y has had sharply to curtail · 

ocptnse~ incurred in foreign ccchanse. 

Reliable informat ion in Riga alleges that the Soviet 

Minister is buying dollars on a large scale in the 

Black Bourse tor t ransfer to Soviet account in the 

United States . 
WILE:( 

CSB 

I 
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...... 
0 ORAY 

->1 -
·" !.Ulan 

'- ·~ 
! • 

roo 
Da ted June 4, 1940 

• .. -~ 
Reo 1 d 2:37 .ll•m• ... 

~ S cor ~l«rY or State 

\Ye.sbingt on 

54, June 4, 5 p.m. 

Today•a market indEX 216.90, Volume 63, 725 . 

Prices de~resa~d i n liatltaa trading probably due 

economic conditions . 

SHOLES 

tlt!S:CSB 
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SecrEtary of Stott, 

l!llahin(;ton. 

lSOG, Junt 4 o 

PLIIIII 

Lor-don 

D~ted Junt 41 1940 

Rec t a 1:31 p . m. 

POR 'i'RE.:.sum: ~ EUT'.1'<.il'10ilTI'l , 

280 

Churchill•:; a.> Etch in thE Houot of Coano!lll C:l:!:U: for 

the noct .>crt too l a.t t for till: cit y , l'ou no one in tht 

cit-/ or anyl'lhtrt tl:>t in thtat 1r~o.nclo o=.n but rc.cE the 

W'18Ul'llicht<l fc.cto of tht o1tu.'\t1on. --
KEin!EDY 

CSt3 

• 
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TELEGll.\!1 SEll':' 

CK 

June 4 , 1940 

AMERICAN COIISUL 

I:i!'O: .'.HEHP.:.SSY, PEl PING , CHUNOlaHG, 

240. 

F~lloulng is t<xt of Gencrcl License No , l S , issued 

br Tre ... oury :;,.- 31 : 

":. gcnc::-:~1 license is hereby cr·ntcd c.ut:1oriz1nc 
ban!:tng i nsti ~utio:1s ni thin the Onttr.d St:~tcs to mal:c 
nll paynEnts , tre.nsfrra end uithdr'-l\/"\13 from nccount:; 
in the n:>r.o.r of any of the follolll.n_;: the head 
o~'ficeo in J:~vc of the J :wo.ache !J>nl:, Ncdcrl:mclsche 
Handel iic.atscht<P!'l j , : icd£rlc.ndoch Ind13chc tlandelsbonk 
~ n .. l N£d£rl~ndsch "(l!dischE Eooor.tpto I!t".c tschnp:pij , 
the brcnch offi ces ~.n ltobc, Sh.:mgh::i , :.r.~oy, Hong Kong 
11:~1111:: , Sing:1porc, l3oJ::ba:r an•' Cnlcutt:: of the 
.ltdtrl:mdoch I::1dische !!nndcls!>·.n:: .:nd the br•.nch 
or .'ices in J{ob c, ~j cdC::.!l n~ Sr:.n:;~:11 of the 
!le~.erlandscllc Handel l!c:\toch:l));-ij , 

" acn:d"G institutions ".-!.thin the United Stctcs 
mc!cins such :?'IYJliOlts, tr•.nsfcro , or ·.1. thdra\lc.ls 
a:1•.11 fil e pronptly uith the :>.ppropriate Federcl 
Rcocrve b:mk neel'.ly reports oholllll(; the detc.ils or 
the tr~nsacttonc during such p eriod, " 

S r n t to Sr~".nghal , Repeated to Ptlping, ChunGking, 

HULL 
(it:') 
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TREASURY DEPARTMENT 

WAIHJNOTOH 

Attaollecl 1a a lla ot ~- a4 e.pl.OJM• ot tM 

tr.a81UT ~t .... 1l'1ll -~ to ~ 1lo ..._ tor 

the UIM "-111c· 

lulowre. 
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OFFICE OP TilE COIOIISSIOII!R OP CUS'IOIIS 

~or t~• rotura \o t~o UDito4 Statoo or t~o orr1ooro 
&114 ~lo:rooo 1D Daopo ..,. UDdor oN.oro \o rot~~r~~, t»ro wUl 
rouio. t» tollowiJI& roroo: 

BoN.•a, h'aMo 

Bonari Wai\ 
Loroa1.., L. Plouot 
OMrloo So~ 
OMrloo B. DJu 
stulo:r Ball 
h'aMoo lloao~ Porro' 
Oo.-1Do Br:ru 
Albon Vallo' 

Parle. J'ruoo 

1. Ho .. r BDUor 
rruaea 1 . SheJW&a 

1111u. nal7 

111ollolae Pat~U 
IUsabon D. Was.,.. 

to.Aoa. •sl•"" 

S14Do:r 1. J[_.q 
Cllarloo H. -aN. 
Houl4 R. llarquio 
Ob&rlla K. Roaoh, 1r. 

8Qpon1o1JII ~ .lUao» 
!Haoar:r Hopro-'-h" 
Troooar:r RoproouhUft 
Spoolol llllplo:roo 
Olorlt 
Clorlt 
Sh DOsrop»r 
.... _., (Al11D) 

Troaour:r Roproooo.tatlft .... _., 
Spoolol l!loplo:roo (Allc ) 
Clart-otODOsro~ar 

Troatur:r Attao~o 
troooar:r Roproooo.taUft 
Troaour:r Roproooo.taUn 
01•"" 
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lo~ l lJ (..)', I 1.1 .! ;;<:)]: June ~ . 1940 

ThP Pre3ideot he::: .,., cc• V"d t "IP foll o.•ior lett.er or 
~(S!~nat1on fro:J tbe :;C'e!',t>ll")' or ti\u 'lt.•IV. C•:u :-1(>8 Edison: 

•Oe!lr rr, l'resid··nt : 

",.s you !llreedy kno:··, o:t 1-:a v 20 , l'li.O , I issued tho 
to1lo·.:1nr ntate. unt : 

' 1/hen I announced my cc.ndld~;cy tor tna Governor­
ship of New J crse~ . I t.C'l!l ~he Pl'osi<lunt thc.t I feH 
t ahould no t- remain as l:iecret ory ot· the. t!:tvy for more 
than thirty days af t er t he Prira.r:; . I 1-olievcd ~hen 
and [ b!'U•.:ve 11011 that a $ecrct~ry of the llavy -- the 
hM.d of our first line of 41lfcn3o -- Jhould not also 
be a cnndid&te ror political off'ico . Durtng these try­
ing tines there oust not to the ~lighteat s uspidon 
that dcci::1ons of n SocretuJT o• tl:e liavy are i nfluenced 
by political expe~iency . ' 

""'cc.oNingly, ! sr t.t.ndor!nr, ~ou tiY reait;ne.:Oion as 
~ocratery Of th<l (:~ovy ef:"CCtoiVO t. t ;IOU:" t'OUVCnience . 

"Tt,e pluns that yo\! end ! !l:.v 1 dlscus.seC: , anticiputine 
rr.y •.11 thdra··tal , a:·e well in !lbnd a~d I <('. •1e ' 1. th the full assur anct' 
thut this action , at this tir•o , ·:1111 coi.!Su no dtst urbance in t !le 
nomn l routine of th" Dep,rtt:cnt . 

"{n gencr cl , the objectlvee wn tollVI! strlvcn for, over 
the p11o t thrae aad one- half yeurs , hat~ in areat pert been 
r~nllzcd or will bo wbon ti~>' 9rc~cnt Con1 ~ rasR fl.nelly p&SSt!S 
tho currnnt legisla'tiva ;:>rogrCJ-•· 'l'hv ~hipbuilding ;>rocr31ll 
t~nd plan3 t or tta eXJJS.ns i on aro in good condition as is t he 
Hcet in beinc . The affairs of the tibvy ar·Jl in the hends of 
an oxooptiom.lly !lbl e ;;rou;:> oi' ;o:on s t thlr. tl1: e fror.t A3Sistt. nt 
Sccrotc.ry of tho Navy , !Itt . Le~; l" Cor .. 1Jton; tho Chtef of' Nt~v:ll 
Opt'l'l.tions , Admire.l Barol:l Stt.:rk ; t!l<l al\rO~U Chit>fG &.nd Deport­
nent bonds on . 

".t&y I t bt.M you !'ror: the bottOl or rr:y heart f or the 
t'lne relntions that h<'.vc exist .. :! bet"'· n u' and for tb" op:;>or­
tuntt~ you &eVd Le to serva ~Y country . 

" F.cs_pcctfully, 

- - - - - - - - - - - - - - -

Tho Pr~sident , in acoepLlns ~h~ resignation t o be cffectiv 
June t w .. nty-t'ourth , replied : 

"I:et.r Charlio : 

"First ot' ell let r:c con.:.r,.tul~<t c you on your nomina­
t ion , •·•ithout op!'o&it,ion , for t.~<: :<<"" J c:r soy C.overnorshi.p . I 
ho;>o you ;11ll be elected -- o:r.d 1 :,o:.y t l.h b"cuu~., you have a 
doop-sc&. ~ ed foelit~ of responsiJility to s ood govoroKent end 
r~rtcicnt ~ovor:l.':lent , •.·.1lich ! hO:'O ·.·ill be re:o~nized b:; the 
people or your St&te. 

" l t!lll :;orry to- lose you OS the ho:ld of the ,laV'} Dcp<!rt ­
ment -- becLuse vou have bP.d uxpu:rlenod t he-e, oeccusc you under­
stan:! the multifarious· pro~.l.c~~s of t ht r:~.v.: a..n;. bec .. u3e you have 
l'ror.tl:l contributv<- to the 'll'Cacn t efflctcncy of the Service . 
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" In rcgc ~d to the dc.te of your rt1sienet ion taking 
effect , I up ply t he ole rul e luld down by foi14er Prc>~idents 
11hcn men:bers of tee C" binot or their nGOi ut un ts have boon 
uominated for e lective oi'i' ico . I reZ~li:o:o thc..t the active 
part or your cam;>~.ign i'or Governor will not b"gin for a 
t~ontb or two , but I know als o thut you 1''111 v:cnt t o vtl•it 
vcrious pa r ts of the Stcte at an carlior period in order to 
rarcil\nrize yourself with <>!1 or the sections and ell or 
the problems of i<ew Jersey, ev <!n thoUjth , becbuSe of your 
previous experience , you c.r.: conversunt l 'il<h every section. 

"I kno" elso th&t in your ,>resttnt posi tion it will 
tnke you seve ral weeks to wind up v" rious matters to the 
progress or which you ere e s senti al . 

" r.~:uy I s uggest. , therQ ro,~~ , cha. t th 1e acceptance of 
your rcs i s nution take pl&oe on June t~'onty-fourt!l? 'Chis 
wtl t give you enough time I thi:lk to f\uisn the irr.medi l\te 
t eaks at hund . 

"Al so, I want you to kno•" tha t r will oont inu~ to 
count on your advice in n:any mutters ·:.hich relate to ~he 
clefei.SC d9velopment nov: under 1ro.y, und I hop<! you vi.ll find 
time durine; tbe next fe~: o:onths t o cotK to V/asbington fre ­
quent ly in order thet I mey t a lk thin;a ov<:r v·itb you . 

"I neoc not tell you 01' t he :.rrectionete per s onal 
r egerd in ,.,hieh I hole you , end of thu real admirt.tion I 
h&v.:~ t.cd for your unde rsto.nd!ng of ntwcl ct"fbir s . I 
eongr ... tulete you on tt.c $plcndid :-ucord you have !:'<ide . 

",.s ever your~ , 

286 
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THE WHITE HOUal: 

WMHIHGTOH 

~ 4, lMO. 

Oa De-Mr &U., 1939, I create4 8D lator.l 
c-lttoo to reproo•t tbo Aaorlc... Go'OO~I1t lD lto 
CODtaOh ri \ll Ula lDtll'OOtet forolp COYtr'D .. Dto lD 
all •U•n nlatlJIC to till pvcbaaa or war •torlalo 
lD U.. 'Diolte4 ltatu. 

At aT nccooUoa 701l 4ooipate4 t bot ~.-.tor 
O..oral or tbo J.:nq •• a .-l>or ot ttolo c-Ht.o. 
I aboul4 l lke to .ubotltuto tor U.. ~rto,..otor till 
:lufttl'OO AodotaDt to tbot AoohtaDt SocrotaJ7 ot 'far. 

1111 )'OU ploaao loouo appropriate lDOtruc:tlooo to 

..to tllio cbazlco att ocU ••. 

Sl11cerol7, 

fbot BoDora'blo , 

Tho Socretar7 oL lar. 
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JI ORAY 

PARIS 

Dntcd Junt 4, 1940 

Rco ' d 3 t40 p, m, 

287 

Stcrc t ary of Stat£ 

';la shing ton 

1029, Junt 4, 6 p . a , (SECTION ONE) 

FOR T~ 'IP~URY, 

\ mt~btr o~ my staff teltphontd Pc~~>chio today. 

Ht e~1d tn~ t hE had thus f ar received from thE Dtpart­

mtnt no orders dirEcting him to return to Italy and that 

thE Fascist Grand Cowlcil hod discussEd only "rr.1nor 

qu u t ions" at this morning's mEtting, Ptnn:>chlc 

sold thot "his ptoplt", mtonlng tht Bank 

of It~ly r eciprocally fully aware of thE txtrtmtly 

grave tff tct o dtclar~tlon of wor by Ita ly would hovE 

on Awtrlo~ public opini on, 

A dtcrt£ publ ishEd in todoy 1 e 30ITRMAL OFFICIAL 

providEs tor t h E compulsory ineuronc r a gainst war risk 

ot stocks or certain commodities dttmtd vital for thE 

no tionnl dtftnst or for thE provisioning of thE olvil 

populo tlon, Htrttoror t such 1nauranoc was opti onal , 

(END SECTION ONE) 

BULLITT 
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PAP 

~ • ... ,_ 
10 

E ... 
~ 

~·" 
•• 

S~retary of Stat£ 

Wash~ngton 

' ., 

GRAY 

PARIS 

On tEd June 

Rco ' d 3 J40 

1029, June 4, 6 p.rn. (SECTIO~ TOO) . 

288 

4, 1940 • 
p.m. 

MerchandisE not subject to compulsory war risk insurance 

may also be insured at the sa"'e rates . A second dEcrEe 

adda mercury, magnesium, nagneaiu:n poml.o• and aluminum 

powder to thE list of eonr.toditi cs 11hich mus t be i nsured 

against r~ar risl(s . 

A third deercr adds precious stones rrhtthEr cut or 

uncut and gold, silver and platinUM j WElry to thE list 

of products rrhieh -:oay not be v:portcd from France without 

special authorization. 

The stocl: markEt continued dcnmward today in a fairly 

quiet t rading. Rootes showed tractional Gai ns and losses 

except t or the 1925 and 1937 EXChanGE guarantEE issues 

which lost 1 . 40 francs and 3 . 15 f r ancs respectivElY• Other 

French securi tiEs declinEd by freD one to f ivE percent . 

IntErnational s tool:s <r trt fairly stEady. Suez gai n ed 55 

points and Royal Dutch 30. 

( EliD llESSAGE) • 

NK 

BULUTT 
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EN 

StorEtary of StatE, 

Washington. 

1660, JUDE 4, 2 p. m. 

r 

13338 

GRAY 

Btrl1n 

Dntrd JunE 4 , 1940 

Rro 1d 2 :30p. m. 

293 

Thrtt dEcrees which art containEd in a RtichsgEaEtz­

blatt just rtcr.ivtd and which btoomc EffEctiVE J~E 8 

draatloally curtail postal and other communic~tions in 

the following rEspEcts: 

All forms of communication within GErmany may bE 

subjEctEd to rcstriotion• and condi tions by thc hign 

command of thE armEd forces ; 

Dirtot and ind1rtct communication with tntmy 

countriEs (dEfinEd as thE FrEnch and British Empirts, 

Egypt and thE Sudan and Irak but txoludlng Eirt , Norway, 

tht BElgian and NEthErlands ttrritorits and Luxtmbourg) 

ia forbiddtn txcEpt in spEcial oaata ptrmitttd by thE 

high command. 

Communications to non-rntmy countriEs which it ia 

statEd must bE confinEd to the utter minimum must contain 

no information rtgarding thE military, Economic or 

political situation which might tndangtr tht wElfarE of 

th£ REich or nations alliEd or btfrltndtd with it. It 1a 

forbidden 
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- 2- l¥1660, Junt 4, 2 p , m., from BErlin, 
~ .. 
~rbiddt~ to sEnd to non- tn tmy ccuntrits pioturt post 

oards , BraillE wri tin&puzzlEs and tht likE or to usE 

~nviaiblt ink, sEcrEt oodte or shorthand or linEd 

~!nvtlopcs , lEttErs should if possiblt bE typEd and 
,_ 

294 

~prrsonal lEttErs must not EXCEEd four pagts in lEngth, 

nEwapaprra or ptriodi oals may only b E sEnt by publishers 

or pri nttrs , all tnvEl opEs must bEar namE and addrEss 

of s EndEr, mail for non- EnEmy countriEs must not bE 

ins Er tEd 1n mail boxEs but must bE takEn unstBI:lpEd to 

thE post officE with thE sEndEr ' s idtnti ty paptrs . 

TElEphonE and tElEgraph communication to non-en Emy 

countriEs is pErmittEd only t o individuals and firms 

l icEnsEd by tht high command and only spEcifiEd standard 

ciphErs art admi t tEd. 

It i s stattd that sptcial provisions art to apply 

to th£ communicati ons of Gtrmnn GovernmEnt and party 

organs and of forEign d i plomatic and consular offi cEs . 

HEATH 

CSB 

Regraded Uclassified
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JT 

Secretary of StatE, 

Washington. 

587, Fourth. 

1 

PLAIN 

STOC!G!OLil 

Dated Junc 4 1 1940 

Rec 1d 8 :42p. m. 

?1nancE IUnistcr 1n speEch June 3 mphas1zEd 

necessity hEavr popular aacr1ficcs if inflation to bc 

nvoidtn . At prEsEnt retE defensE expEnditure in million 

crorms 200 monthly and if 11nr c ontinuEs taxes no:t fiscal 

yenr probably totnl 2200 and additional borrowing 1000. 

Ril:sbnnlt llny :n, mctnllic reservE 792 point 57, for ei gn 

ucho.n~;e 432 point 45 , total note cover 2193 point 05 , 

note circulation 1467 point oa. Inventory of foodstuffs -
other thnn in housEholds ordered for JunE 10. Swedish --
shippinG lo~sEs llay four vEssels 9352 tons and two 

f1sh1n~ boats. Beet planted oren increased for 1940 to 

53769 hectarEs. 

STERLillG 

1!1'11 

295 
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.... ..., el ..... 

~ 

1 .).18 • 

l:tt'Mtho aa4 pabU...._ waq a a.- Nplateo -. 

obfnp eperau-. 1a Fwador. 'l'be follew1Jic ..,. tb.e ~ 

olpal ,......,... lloftatwr UM solA bol41Qp of U. .. tlll1 

lluk ..,. w w N'f'.u.4 oa 1M baah of 1e.se -• ,.. 
UO, .-... !'bl• N'f'aluaUoa ored .. a _....,. .t.Mlh .. 

tiw t..s w1tll a nalU., ~lu. IIJ' U.O d n wntl nrl 
4&4111 tb.e _...,_ baa ~ h aaUiorbe4 w OODil~ 
u-aa.a.Uoa• ln fonlp ._,ap, tb.e laltial cSoU.. 

blqlfti all4 Mllln& rate lloiJW 17.110 aD4 11 ...,.., re­

apeeUnl,J'. ~-"• eo poroont of tbo 4rana aD4 

gold l)U'Obaao4 bJ' tbo oentral bank aN to be appUed 

aga1Det oolleou-. nov pendina a.a4 UM bal · - tor -
J.llipenc ac wll u oUior J'&q~ab. .... ot ~- 3 

... eNlal ---. a114 otb.eN .. , report ton~ uohnp 

boll!"••• ·~ .. , Mll Ulou l!n.ftc w NaVal 
'-*• z..-n- oan OlllJ' ~ wl"'b·not M w preaaatatiw 

of tb.e 4nn1 1a PA1Mil' draWl \bJ'OIIP \hie laaUwuoa. 

E.-pUoa 11 PJ'I"1U4 tor 1.-;porte w ~~ aa4 ~~ 

haft lloiA pa14 for. .,_.. 11 belnr; to~~ b.J t&r ~ 
- a: "'o 

...,_ ..__ c\)~' A ~w -.11 a nau. '-elaUoa of - _.,.... ,~> o ~ai 
~v;;:t: ...., o-o<U 

• -.aA ~~= ~ ~~ 
~ -.s:~ p u 

o;z;o > 
... ~ i ~ 
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Secretary of StatE, 

t'o.sl'o-in~ton . 

460, June 4 , noon . 

13221 

Rom£ 

DatEd Junt 41 1940 

RtcJd 10: 06 a .Dlo 

O~viousl" dtaisned to sup~ly iMportant sourcE for 

financing budsct deficit for 1939- 40 previously 

Estatlishtd at 26 billion lire , a u inistt:-ial dEcreE 

published in yEsttrtiny ' s Official Gazette in pursuancE 

296 

of blankEt e.uthorizt~tion ill all recent budgtt la<ts 

authorizEs cniseion for th£ fiscal year 1939-40 of 

ordinary t:.-Ea&Ul'Y bills; amOU!lt unstated. A nrn ftnturt 

is tint whEreas such bills formt r ly 11trE nutho r izEd 

havinG t r••ns Of on£ ytc.r, prESEnt O.Uthorizc.tion providES 

for ~EriodD rGnaing frou1 onE month to ont yte.r thE 

intt:.otst rntt va ryin6 from thrEE and onE quarter per cent 

~tr e.nnun on onE end tno nonth bills to five , cr cent on 

one yEar bills . 

l'RIL!,Il'S 

CSB 

Regraded Uclassified
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FEOI.RAL AESIUtVa eANK 

Of7 NIW \'OftK 
]/ 

"(•) ':07 
ICE CORRESPONDENCE 0Arr bne 4 1 11140._ 

SU&JEC"l'- Ill .. 01& .conaauuo. 'lrU 

~Qr IIOLJU. 

COI)nOIIfUL n 1. . .:::11::._ __ _ 

L. I. IDokt 

I oalled w.z.. lol~ a\ ltll •' oloe P••• 111 rotol'Oilft t. 

hi l oablo lo. -./40 ot llq m.. I ha4 oal7 708\onlq rooe1To4 troa 

the treallll'J' O-s~artoct 1a WutU.acton t h e hn ot tho DOte haded IJT 

llr. P1D1011t to Mr. Collllnla OD llq 114 ID Wlat it hacl DOt b- po811'11lo 

tor u intolU&ctl)' to nucl)' tho probl• a cUoaed 111 hh fln/ «J 

boto ro thia. I n• oow ready t o 411GUII tho maUer etth h1a ~ 

annou1 to aot -• aon 1D1'omauon. 

nntl)', I aa1cl, 'llhc doo1 t he OODt•plated 11n• 10 iato 

ettoot, eel bo replied non ••*eel aoool'd1Dc to the pro•ct Pl'OI~, 

unleu ot oour1o -ethiog uoe;cpooted 4.-relopa. 

le:at, I allted ~ust what 414 he oeao 11b111 • e.J1DI "We are 

anXious to han storliol ott1cr1all7 quoto4 1n h• !ork at 4.02 1/2 to 

4.005 1/2. • Bo or c:ourao real1 ncl I 1t.1cl !!bat our s1 tu1t1oo wus 

.... 

there wu DO oxch.ace oootrol h1n1 Pedoral lle1erTo baol< cl1d oot troolr 

daal 1a torotan ueb-.e 110cl the aah&DIO rato1 quoto4 hero wore tbo11 

chon b7 the aantet. tho cm1r da11)' rates publhbed ~ •• woro thoao 

cert1t1ed to tho 8oorotur of tho !rO&IIIl'J' tor CUet o. Bou s e purpo•••• 

For s torlt.oa wo woro oortU71Dio ae ho lrnow, tho troo 111d t ho ott1cial 

rate 1n aooonlaoo wtth lbat •• uodor.tood t o bo our natutol'J' dat;r. 

the nr101ll ratoa pUbU8hed 111 tho lr•t •'• bullet1D llld 1n t hil baalr'• 

re.tow woro, ot oaurao, oo\hiAI aoro than l ta,11t1oal 1otoraat1on. 

In tho c1..-.tMo .. I 414 DOt qu.i\o mow lba' ho • -' br •ott1111all7 

••• hie .. ..-loa (pa~~~ftPb tCIUr of ••• -./ c ) lbotbor 

\be proo.' ••• _._ 'llhllll tho llrttilll _,rel llolllh ' ed .-14 
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COll~UL ULM 

---------~· 
F'I:DE.JlAL ftUIUtvl: llAHK 

Ofr N CW YORK '/98 

"· .... _IIHI!.._ ___ _ 

DAlT hill 41 llfOo 

su..,ocn_!ILROII QliYDUfiOI lift 

IMit 01 MLMO. 
I 

nerUq hera at the ottlelel raha 11111'1114 be •tthl•t tor the otftelel 

r.ta to b-1 lha 4o111AaUq en4 ult.taatal.)r po .. lb17 we ~bo 01117 

rata tor narltnc quo~e4 hiHI the anaqr to ~hi e quaat1011 c!apede4 

upOD a nubar or thlnca 'bu~ prlaarllJ' upon tba ld4c! or ~rao .. at.toaa 

tha~ oould lawtllll7 hereafter bo ~r.anne4 ·~ the trN rata. Ia that 

ooMactioe aould be tall •• 11ba~ napa .. ra -~111Pl•'e4 111 a611U• lo 

proh1btt.tq the lela liT -ralldeh or narllnc -nuaa 111 the 

BrUtllb lllarltfta~ 11oul.4 ol4 belmcaa be bloca.cr Ilia &Dnar waa • ...,. 

4et1111~al.)r •••· Dl4tbJ.a pla "to plaoa all ourr.at pqach bat-
on the basis of 

the •~nllq area aa4 the u.a • .l. •4 4apm4cal" • the otftolal ratan 

iaplJ' ~ba~ bara&Rar a•raoa prllll•• ta ahrllq ewld be pale! at 

4.02 1/lt ll'alCbt _.,., Ult..S.a.t ProtUa aame4 1!1 shrlllll, 

dh1 de41, Ulteran el.., All thJ.a, Boltoa rapUa4, ~d be oonr .. 

~t t b a 4.01 1/1 ra'e ao the~ about the ODl7 ld4d or ~renaaettOD ate 

could lawtllll7 be oan'lad ou~ at the tree r ah 1101&14 '111 the tala or 

o14 nnltac balmoea o•e4 111r ~ret&•••• !hd dtuat.tOD ~d 4wel&J 

1ndual17 •• the ... unac•-' 'llao•• lalo•• !ht~r •are ~117 .,... 

or 111d qaUa ,_elle4 ~o the tan, BoUoa -tined, tba~ a trM 

rata 11111u ld aon\tna to be quotad 1n ... Xol'lc uctar tba ... qn• '-t 

t heir plan• war e to aftUe all aurr.at tranaaottoaa betw1111 the nnlial 

araa ud the o.I.A. at the ottlotal rata. ! h air tntmt1on waa aot ~~ 

•U•pt to prwet a qaotatt• or trM narUq. to aunall the 

tapon111oe or •r t'nl aaa.t ~4, thlt' ....u ... , ~•• tt••· Blow• 
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'"" 
F'EO-E.RAL RUCRV£ .AHK 

OP' NEW YORK 
I "93 

F1CE CORRESPOND ENCE 

~•no~~~~n~1=··=------­
L. W. bolE..:.•.:_ __ • 

0ATT lmae 4, 1840o 

SUILIECT._!ILIPIIOIS ~lnllaUIOI 1IItB 
B.&IIJ: OP .OL.&II o • 

I 

that waa •.s.r lll.tillah illtmt1011 1114 tht~r -14 ••• ill that 41reot1oe 

all the tille. •at tht~r 'IIOilld hue to ooeatder waa 11bethu tht~r llh01ll4 

haY& a lllal tree market, Dot a blaok a al'ket. At the moeaat tht~r 

preferred to ackaoWledc• the ahtm .. ot the trH sa rtcet aad U.a 

sake it lllalo !hat be1D& ..,, I CODtillul41 oert1t1cat1on by 111 of 

both the trH and t h e otncial rata tor ah~illc - 1t oert1t1cat1oe 

by ua waa wbat tht~r bl4 ill a1a4 11baa apealdnc ot nerll.Da baiJII 

ott1o1all7 quotl4 ill l ew Yom - ~4 han to be OODt1.lnlld. It l atll' 

OD the tree rate lbould actual.ly die out, •• would, ot cOQraa, 1111b 

to racoDa14er tb11 queet1oe ot oert1t1oat1oe ot t h e atarll.Da rata 

and pra-abl7 thlll oertUy ODlT t he ott1o1al rate. •ICI'Ibile, 

hownar, 1t • -14 t o ae oont~ed oert1t1oatton by ua ot both the 

tree and the ott1c1al rate tor atarll.Da ••• 111 on toua Deoe .. tty. 

Mr. Boltoo NPUed that under the D .. aetup •• preamtly e<mhaplat14 

the t'I'H aal'ket '1101114 ooatillu e to met. 

I th lll IUI& .. t14 thd tbt~r elqllain to 111 ill - e detail ill 

what •-tr be thoucht b e llicbt 1111b to ctbortn ue to deal ill ahrl1Dc 

hera tor thelr ao-t. ID tb1e cooneotton I eJq~latDed t o Mr. Boltoo 

at -e lqtb lllbat chill .. our banlu were •lk1DI bore at t h e soaaat 

tor the punbaae ll)" thlll or atarl1Dc b1.lla at the ott1c1al rata, t hat 

tha net prtoe uaaall7 pald '117 Cb• tor, M¥1 a 10 4q aiaht doOWiaatal')' 

bill ooY&rtnc oott.~ .. , troa a.aa to 4.00. !h .. • banlla, 1 t •-ad to 

lie, ill ~ th .. e 111111, a•-.tqaite a OOD\1JIImt l1all111t71 h•e• 

the aa~ta of pNt1t ot allout •• oaat per ,_._ It parcbaHI at tbe 
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COIH DD!UL PII.II 

L. w. boke 

ZWle 41 li40. _ 

!ILIPilOIII COinaufiOI WI!B 

lAB OF IIOLJI 0. 

ott1c1al rate were not made Oil a .utt1o1ently 1111'1 e acale, the 

i mportance of t he otticial market mJ.cht lie aeriou aly 1apa1rad ancl t hat 

or th e t ree market oorreapond1ncl7 incr eased, I t , 1n t h11t ea .. , t h .,. 

shollld sub aequentl7 w1 ab to a sic us to opel'at e here on behalf or t h e 

00 

Bank or llllleb nd md buT and aall treal7 at 4, 02 l/2 and t.OZ 1/t, w 

oould pre-&!117 wol'lt out -e .uch achee wol'ltinc aa 1D the pan 

t hroush a bmk that would an OD our babalt llhieb could bu:f <locnaenta~ 

st er liag bill a prortdecl the oondi tiona euauate4 1D his cable WldU 

A t o D were o~pllad witb; end aueh pureaaea would be made t o the 

dab1 t or Bank or lillie lend's aoOOilDt on our books, The question ot our 

11ab111t7 or t hat ot our ... , would, ot oourae, hue t o be care~:r 

u t tled t o .,e.,.bociT' a aaUatact1oa, AI l'tlarda aall in& eterl1Dc hare 

at t h e otticiel rate, thia 1t ee.,.e4 t o •• n a a mach aiapler probl• 

and he eight coaotd.Yalll7 oona1dn t o a * ua t o reotd.Ye dollar pqmenU 

to t h e c redit or hia ecoo1mt with ua oe the underatand!..n& t het the 

sterl ln& would be aade uailallle in London t o the party pqi.ac t h e 

'Iollar• h ere m d that .uch aterllJII oould be u ae4 treelT t or an:r 

purpoae, At the preaent Uae, I pointed out to hia , sale s here 

ot aterl1nc at the otticiel rate wen aall 1D Yollllle bec.uae t h e 

hndenq waa tor our bmka and aerohenta to aalte t h e neoe .. el7' e.rnnce­

"'enU 1n LoDdon t h •aelTea, If t he Blllk of .. leeS ••• 1Dter .. te4 1a 

broacStDiJII the a arket hen t or c!NHftla 1a atnlins at the ott1c1e1 

rate end u be ,_. u 1a hia oalll e \0 • arrence for u 118117 tnaaaeU011a 
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I"ED ERAL RQIRVC DANK 
OF NCW YORK 

o:c:1r r: CORRESPONDENCE 

COinDWIUAL nLJ& 

L W IDoko .-- . 
, 301 

•• •• ba praoUoabl o Wl\hia \ho ~'' of 011r _ , .. 1 •4 "IUlaUoao, 
t o bo -pl o\14 bot._ ... Yon b~a•, 1t ~CI b o up to bill to 
oal<e tho noooua17 •I'I'IBI••t• h .... to tae1Utato thla baliaou •CS 

thus aU.aillato tho noooaliv for paoplo to 10 1Dto tha LODcloa •n•• 

lfr. Bolton I'IPUI4 tha\ h o na t1a1.q aouo t hat 1t Uda th1Dc -o 

toctcallJ ol.l'l'104 tnqh, wr all'kota h ii'O ~• 4o -1140Nb1T 

1arcor bua1noaa at tho otttohl rata lh• \htr h ad 1a tho pan. 

lfr, loltOD 11ro04 wt\h ao \hat tor tho ti.oa blllac \b .... waa 

oothill( tbat wo ~4 4o for bill. Be •»baatsot that be bad aa\ hh 

cable a1ap1T tor tho purpoao of koopiAI ua poato4. l o IQIIIRM \hat 

tr I hln •:r .ftll'thor tboulhh 1D the oattar I lot bill laloWJ oe tho 

other heel he ~d troop 1D \OIItlb wt'h ao. 

~ 
,., 

~ .... 0 i ._,, ,., . 
n .. ,., , . ... 

-:.1 . .... .... 
l" • . • ~ .... '. "' .... ..II -
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......... :.v., ,... "· ~. 
OODimftW, 

sua 

~ '--'817 of l*at., 

'N~Uact-

1 llan \h• b.oaor to refer to a otrtnq oollfluaUal uopahh 

tr .. thll ottS..o tatl4 .l.prU 20, 1940 roporttnc ot aUoUoo of wv 

Mtoriala all1ppa4 1a trauu throacb ..._. .. to Oh1» tor u.a ,ar1o4 

llaroll 16 .. lltorah 11, 1940 • 

.1. DOUao haa - roca1n4 ,._ troa \he Detoaoo llepartMat llf 

u.. con..-at of :a..... roporll&c Uaat \hero ...... •rnr 1a \he . 

fJ.caroa tvallllla411111ch t-aU.. -1• of Uaa ••pate......, rot-. 

~ f ollowtac aorronlOAO lhcntl4 lie M4l 1a U.t ••pat& to oorroat 

\Ia& Jl'..-lOU 11'1'01"1 

u..t.r tile ool- •lleaor1pUoa aa& ~tur•, 
lial Ill "'' ficorl 4,11114,000 allovJ.4 .... ....,., 
,. - 4611,400. 

u_....r u.. blla41ac 1 T&l•• llr tna• ot llat ..... 
1a1a•, 11114ar tho ool- •Qaaautr•, 
11aa 21 u.. ,..._"·!!I!·'"' lholll4-... ...... , 
" rea4 1.4f?.l7t. 
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Pruent: 

Dr. llead 

June 4, 1940 

2 : 45 p . ~:~. 

304 

Kr. Pirie , Br1t1eh Air Attache 

Bll'f:.Jr: I &II trr1ng to ean 1017 time, bec:>auae 
JBa¥be bOt ot rou know th1e, but I don't know it, 
and that ia I have tb1a oontidential cable trom 
Amb&uador lenned,- 1n wh1ob be eaid 1 I aa 1ntoraed 
b7 Beaverbroolt that the beat e~ine , ot which plane 
are alread)" in the United Statu, 1e the Centaurue. 
'two ot thaae are alread)' worki~ w1 th amu1ng reaulte. 
'fe oan have them it we want and pleaee adviee me 
qu1altl)'. 1 

Ia that new to you? 

Dr. Mead: I would 11lce h1m to tell us what 
it 18. 

Kr. Pirie: Tbat 1 e the lateet Br1etol, but 
I would say it' s 1n the eame poe1t1on aa the Vulture. 

Dr. llead: I would. Abaolutely. Tbat1 a the 
one that waa the tso,ooo,ooo Canad.1an propoe1t1on. 

1
'fi•Jr: 

cribe 
Couldn't I aak -- bow would you dea-

pr. Kead: Eighteen C7l1nder Bristol. 

Mr· Pirie: Tbat 1 e right. 

(At th1a point, HK,Jr dictated the following 
cable to Ambaaeador lenned)'.) 

•Is the Centaurua an eighteen C)'l1nd8r engine 
aade b7 the Br1etol Compan)'? It 1t h , we do not 
want it. Please thank Lord Beaverbroolt tor hie very 
kind otter. • 

• 
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~~ 'l'hey JM1 turn out. It would be 
Ter, ~on them at thie etage. It'e no~ 
ae far on ae the new Rolle, which I would ea:r h 6~ 
of 1te teete~ 

III.Jr: h that the llodal lOT 

Dr. Kead: llo. An entirely different engine. 
H1ne b&e informed ua b;r cable and tdllphone that he 
would not reoo-nd that engine, eo that's wbat he 
thlnke of the etage of 1ta deYelOPID8nt. 

lldlr: I eee. Ae I ea;r, I Juat wanted to 
find ~'that, gentlemen, 11 a:r etor7. 

I talte it that :rou know what we are doing down 
here a bout the Rolla Ro;roe. 

~· Pipe: I wae Juet &lilting Dr. lolead and he 
would no tel 11e an;rthing, 

HM. Jr: I thlnlt it would be nry nioe if you 
would t~and pouibly go down to your office. 'l'he 
plane are ao~~~ewhere or other, I belien on the hlgh 

••••• 
llr• Pirie: <h, :reel 

Hll.Jr: 'l'he;r han not told ue, but I thlnlt 
the:r are---an!, u I understand it, once the plana 
ooae - I think they eend t hea to :rou -- but I un­
deretand troa Aabaaeador Xenned;r :rour Oonrnaent 
eald onoe t he;r were delivered to ae I would become 
the 11oenaee and the;r aald the:r would talk aone:r 
after the war is OYer. 

Mr• Pirie: I thlnlt H1Tee wae a little atl"ald 
:rou were not aerioua. I think Ollie oonnnoed hla 
Ter;r thoroughl:r you were. 

.!i!Wtrl 
are aerl'Oiii:" 
oft1oe. 

Well, Kead will tell you whether we 
If ;rou (Mead) w111 take him to :rour 

oOo-oOo 

305 

Regraded Uclassified


	00488
	00489
	00490
	00491
	00492
	00493
	00494
	00495
	00496
	00497
	00498
	00499
	00500
	00501
	00502
	00503
	00504
	00505
	00506
	00507
	00508
	00509
	00510
	00511
	00512
	00513
	00514
	00515
	00516
	00517
	00518
	00519
	00520
	00521
	00522
	00523
	00524
	00525
	00526
	00527
	00528
	00529
	00530
	00531
	00532
	00533
	00534
	00535
	00536
	00537
	00538
	00539
	00540
	00541
	00542
	00543
	00544
	00545
	00546
	00547
	00548
	00549
	00550
	00551
	00552
	00553
	00554
	00555
	00556
	00557
	00558
	00559
	00560
	00561
	00562
	00563
	00564
	00565
	00566
	00567
	00568
	00569
	00570
	00571
	00572
	00573
	00574
	00575
	00576
	00577
	00578
	00579
	00580
	00581
	00582
	00583
	00584
	00585
	00586
	00587
	00588
	00589
	00590
	00591
	00592
	00593
	00594
	00595
	00596
	00597
	00598
	00599
	00600
	00601
	00602
	00603
	00604
	00605
	00606
	00607
	00608
	00609
	00610
	00611
	00612
	00613
	00614
	00615
	00616
	00617
	00618
	00619
	00620
	00621
	00622
	00623
	00624
	00625
	00626
	00627
	00628
	00629
	00630
	00631
	00632
	00633
	00634
	00635
	00636
	00637
	00638
	00639
	00640
	00641
	00642
	00643
	00644
	00645
	00646
	00647
	00648
	00649
	00650
	00651
	00652
	00653
	00654
	00655
	00656
	00657
	00658
	00659
	00660
	00661
	00662
	00663
	00664
	00665
	00666
	00667
	00668
	00669
	00670
	00671
	00672
	00673
	00674
	00675
	00676
	00677
	00678
	00679
	00680
	00681
	00682
	00683
	00684
	00685
	00686
	00687
	00688
	00689
	00690
	00691
	00692
	00693
	00694
	00695
	00696
	00697
	00698
	00699
	00700
	00701
	00702
	00703
	00704
	00705
	00706
	00707
	00708
	00709
	00710
	00711
	00712
	00713
	00714
	00715
	00716
	00717
	00718
	00719
	00720
	00721
	00722
	00723
	00724
	00725
	00726
	00727
	00728
	00729
	00730
	00731
	00732
	00733
	00734
	00735
	00736
	00737
	00738
	00739
	00740
	00741
	00742
	00743
	00744
	00745
	00746
	00747
	00748
	00749
	00750
	00751
	00752
	00753
	00754
	00755
	00756
	00757
	00758
	00759
	00760
	00761
	00762
	00763
	00764
	00765
	00766
	00767
	00768
	00769
	00770
	00771
	00772
	00773
	00774
	00775
	00776
	00777
	00778
	00779
	00780
	00781
	00782
	00783
	00784
	00785
	00786
	00787
	00788
	00789
	00790
	00791
	00792
	00793
	00794
	00795
	00796
	00797
	00798
	00799
	00800
	00801
	00802
	00803
	00804
	00805
	00806
	00807
	00808



